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World  Business  Newspaper 

Dominique  Mo 
The  Middle  Ea 
in  suspense 
Page  10 


WORLD  NEWS 

Germany  to  push 
for  strict  limits 
on  farm  spending 

i Germany,  holder  of  the  European 
.>9  Union's  six-month  rotating  prest- 
: J den cy.  will  press  for  strict  Emits 
J on  farm  spending  in  the  years  to 
21X18,  in  an  effort  to  force  reform 
of  the  EU’s  expensive  common 
agricultural  policy.  Page  12; 
Hectic  Unstable  to  reform  EU 
finances.  Page  3 

Afcright  in  talks  on  Russia's  debt 
Madeleine  Albright,  US  secretary 
of  state,  arrives  (n  Moscow  today 
to  help  repair  strained  relations 
with  Russia  and  discuss  a 
restructuring  of  the  country’s 
$150bn  external  debt.  Page  3 

'*•  Arab  leaders  refuse  to  back  Iraq 
Iraqi  delegates  stormed  out  of  a 
meeting  of  Arab  ministers  in  pro- 
; test  at  their  refusal  to  condemn 
!.•••  US  and  UK  air  strikes  and 
instead  cal!  for  an  end  to  Iraqi 
:•  threats  against  Kuwait  Page  3 

: " icompronase  sought  in  banana  row 
: t I last-ditch  efforts  are  under  way 
. ‘ to  reach  a compromise  in  the 
~ conflict  between  the  US  and  the 
- European  Union  over  trade  in 
bananas,  and  avert  a threat  by 
Washington  to  impose  sanctions 
on  Biropean  exports.  Page  4 

Mordechaf  may  rui  for  Israefi  PM 
Israel  defence  minister  Yitzhak 
Mordechai  will  today  announce 
whether  he  will  run  for  prime 
minister  on  behalf  of  Israel's  new 
Centrist  party  after  he  was 
sacked  as  defence  minister  at 
the  weekend.  Page  2 

Steelmakers  warn  on  had  proposal 
Steelmakers  have  warned  the 
European  Union  that  a proposed 
environmental  directive  to  stop 
vehicle  manufacturers  using  lead 
i in  steel  would  add  to  costs  and 
cause  job  losses.  Page  3 

break  Banna's  isolation 
: World  Bank  and  the  United 
f y Nations  are  planning  a renewed 
effort  to  break  Burma’s  political 
. and  economic  isolation.  A joint .. 
delegation  Is  expected  to  visit 
the  country  In  March.  Pago  4 

Enron  under  fire  in  bxfia 
Enron  Corporation  of  Houston, 
the  US  promoter  of  India's  Dab- 
hoi  power  project,  has  bean 
accused  of  complicity  In  human 
rights  abuses  in  the  Indian  state 
of  Maharashtra.  Page  4 

Call  to  stow  prisoner  releases 
The  UK  is  under  pressure  to  slow 
down  the  release  of  paramilitary 
prisoners  under  the  Northern 
Ireland  peace  accord.  Page  5 

Write-offs  fan  to  reduce  bad  loans 
Japan's  Financial  Supervisory 
Agency  said  bad  loans  held  by 
'it  domestic  banks  barely  changed 
\ in  the  first  half  of  the  1998  fiscal 
^ ? year,  even  though  the  banks 
made  large  write-offs.  Page  4 

HK  urged  to  resume  (and  safes 
A leading  Hong  Kong  property 
developer  warned  that  a contin- 
ued freeze  on  government  land 
sales  wifi  erode  the  territory's 
competitiveness.  Page  4 

Nigeria  agrees  IMF  programme 
Nigeria  has  ended  a 10-year  rift 
with  the  International  Monetary 
Fund  and  reached  agreement  on 
a Fund-monitored  economic 
programme.  Page  3 

Scorpion  rawm  may  treat  cancer 

A molecule  isolated  from  scor- 
pion venom  could  provide  a 
powerful  treatment  for  glioma,  an 
incurable  form  of  brain  cancer. 
Page  2 
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Green  dilemma 
Environmental  worries 
for  fund  managers 
Page  7 


Red  clouds  gather 
China  and  toe 
Asian  storm 
Page  4 


White  House  plan 
The  politics 
of  property 
Page  11 
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Dasa  head  gloomy 
over  pan-European 
defence  company 

DaimlerChrysier  Aerospace 
(Dasa)  of  Germany  warned  that 
the  creation  of  a pan- European 
aerospace  and  defence  company 
might  be  postponed  indefinitely. 

It  said  other  national  companies 
could  follow  Dasa’s  example  and 
contemplate  a “transatlantic 
alternative".  Page  13 

GE  Capital,  the  financial  services 
subsidiary  of  GE  of  the  US,  has 
acquired  the  equipment  and  auto 
teasing  operations  of  Japan 
Leasing  for  about  Y800bn 
($6.9bn).  The  acquisition  is  the 
largest  by  a foreijyi  buyer  in 
Japan.  Christopher  Richmond, 
senior  vice-president  at  GE 
Capital,  said  that  his  ambition 
was  to  overtake  Orion  Corp,  the 
leader  in  Japan’s  leasing  market 
Page  13 

Britain's  top  business  people 
think  Glaxo  Wellcome,  the  phar- 
maceuticals company,  and  three 
other  UK  companies  are  among 
the  world’s  10  most  Innovative 
international  businesses,  accord- 
ing to  a survey  by  MORI,  the 
research  organisation.  Page  5; 
Lex,  Page  12 

Senior  managers  at  Scania,  the 
Swedish  heavy  truck  manufac- 
turer, have  begin  preparing  a 
detailed  defence  strategy  to 
counter  a possible  takeover  bid 
from  Swedish  automotive  rival 
Volvo.  Page  13;  Volvo  targets 
SE  Asia,  Page  16 

Eastern  Europe's  first  international 
equity  offering  tills  year  gets 
under  way  as  the  Estonian  gov- 
ernment begins  selling  a stake  of 
nearly  24  per  cent  in  the  coun- 
try's national  telecommunications 
operator  Estonian  Telecom, 
which  looks  set  to  raise  up  to 
S227m.  Page  13 

The  Baste  committee  of  bank 
supervisors  will  this  week  call  for 
rapid  improvements  in  the  way 
banks  contra!  and  monitor  lend- 
ing to  hedge  funds  and  other 
highly-leveraged  Institutions. 

Page  2 

Azkar,  Spain's  leading  transport 
and  logistics  group,  launches  its 
second  attempt  at  listing,  with 
the  start  of  a five-day  subscrip- 
tion period  that  seeks  to  place 
42  per  cent  of  the  company  on 
Madrid's  Boisa  In  an  initial  pubfic 
offering  worth  Pta24.6bn  (€148m, 
$171m).  Page  18 

Hungary's  government  has  thrown 
a lifeline  to  Ikaros,  the  bus- 
maker,  which  has  been  granted 
$40m  of  export  credit  guarantees 
to  sell  buses  to  Russia.  Page  19 

Volatility  on  the  Hong  Kong  stock 
market  has  forced  Heilongjiang 
Agriculture  Company,  a mainland 
Chinese  company,  to  postpone 
plans  for  a HK$1.7bn  ($220m) 
listing.  Page  14;  Chinese  Hies  to 
be  restructured.  Page  16 

Talisman  Energy,  one  of  Canada’s 
largest  oil  produces,  has  taken  a 
C$1 83m  (US$1 20.4m)  write- 
down on  Its  North  Sea  oil  and 
gas  assets,  the  first  of  what  are 
expected  to  be  several  year-end 
write-downs  in  the  Canadian  oil 
industry.  Page  16 
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Samaranch 
recommends 
expulsion  of 
IOC  members 


By  BO  KaB  In  Lausanne 


Executives  of  the  International 
Olympic  Committee  yesterday 
suspended  six  IOC  members  and 
recommended  that  they  be 
expelled,  following  allegations  of 
bribery  and  corruption. 

Three  other  IOC  members  have 
already  resigned  over  the  scan- 
dal. 

Saying  that  those  concerned 
had  “done  great  harm  to  the 
Olympic  idea”,  Juan  Antonio 
Ramarnni-h  the  president  of  the 
IOC,  announced  the  setting  up  of 
an  initoppnripnt  ethics  committee 
and  said  that  the  IOC  will  over- 
haul its  process  for  vetting  bids 
for  fttfure  Olympic  games. 

The  ethics  committee  will  con- 
sist of  a majority  of  non-IOC 
members. 

Other  measures  include  setting 
up  an  election  committee  that 
will  substantially  reduce  the 
influence  of  the  more  than  100 
individual  IOC  members.  They 
will  be  prohibited  from  rnaking 
official  visits  to  waiting  cities 

Mr  Samaranch  haa  been  unriar 
growing  pressure  following  alle- 
gations of  corruption  against  sev- 
eral IOC  members  involved  with 
the  selection  of  Salt  Lake  City  as 


the  host  of  the  2002  winter  gnmoa 
and  concerns  that  other  IOC  deci- 
sions may  have  been  influenced 
by  the  unusual  generosity  of  the 
bidding  cities  to  unpaid  IOC 
members. 

Mr  Samaranch  stressed  that  he 
had  no  plans  to  step  down  but 
would  seek  a vote  of  confidence 
from  a special  meeting  of  all  the 
members  of  the  IOC  in  March. 

Yesterday’s  announcements 
were  The  beginning  not  the  end 
of  our  work",  he  said.  He  also 
promised  to  take  personal  respon- 
sibility for  seeing  the  reforms 
enacted. 

"We  are  resolute  in  our  deter- 
mination to  root  out  impropri- 
eties and  to  ensure  that'  this 
never  happens  again,”  he  said. 

He  also  stressed  that  while  the 
IOC’s  investigation  would  be  wid- 
ened to  other  bidding  contests 
there  was  do  question  that  next 
year’s  Olympic  games  in  Sydney 
and  the  Salt  Lake  City  winter 
games  in  2002  would  go  ahead, 

The  new  ethics  committee, 
designed  to  deal  with  the  biggest 
scandal  to  rock  the  Olympic 
movement  in  years,  will  produce 
global  guidelines  to  make  sure 
that  the  IOC  conforms  in  future 
with  best  practice  in  self- 


ki  the  shadow  of  corruption:  IOC  president  Juan  Antonio  Samaranch 


governance.  It  will  consist  of 
“outstanding  individuals"  drawn 
mainly  from  outside  the  Olympic 
movement 

Mr  Samaranch,  who  joined  the 
IOC  in  1966  and  has  been  presi- 
dent since  1980.  has  been  under 
Increasing  pressure  to  deal  firmly 
with  the  gathering  storm. 

The  scandal  has  already  trig- 
gered an  investigation  by  the  US 
justice  department  and  raised 
concerns  in  the  boardrooms  of 
major  Olympic  sponsors,  almost 
all  of  which  are  US  multination- 
als such  as  Coca-Cola.  IBM  and 
McDonald's. 


The  six -strong  investigative 
commission,  headed  by  Richard 
Pound,  36.  a Canadian  lawyer 
and  Olympic  swimmer,  met  late 
into  Saturday  night  and  worked 
through  lunch  yesterday. 

A total  of  30  IOC  members  have 
been  accused  of  accepting  gifts 
and  services  worth  $600,000  from 
Salt  Lake  City  before  it  won  its 
bid  to  host  the  winter  games. 

Though  usually  allowed  into 
IOC  meetings,  journalists  were 
barred  from  yesterday’s  meeting. 

Editorial  Comment,  Page  11 
Reign  of  Samaranch,  Page  2 


13  die  in  South  African  violence 


By  Victor  MaBat 
to  Johaonnburg 


Thirteen  people  lay  dead  last 
night  at  the  end  of  a weekend  of 
killings  in  South  Africa  triggered 
by  the  »«B>gginaHnn  of  an  opposi- 
tion leader  in  KwaZulu-Natal 
province. 

President  Nelson  Mandela  can- 
celled a planned  trip  to  Uganda, 
as  the  rash  of  killings  raised 
fears  of  a new  wave  of  political 
violence  ahead  of  mid-year  gen- 
eral elections. 

Sifiso  Nkabinde,  the  controver- 
sial secretary-general  and  provin- 
cial boss  of  the  United  Demo- 
cratic Movement,  died  in  a hail  of 
bullets  in  the  centre  of  Rich- 
mond, 40  miles  west  of  Durban, 
on  Saturday  morning. 

That  night,  armed  men  burst 
Into  the  nearby  home  of  a family 
loyal  to  the  rival  African 
National  Congress,  South 


Africa's  ruling  party,  killing  IX 
men  Bud  women  Snd  wnmirting 
seven  more.  One  of  the  attackers 
also  died. 

Yesterday  there  was  a gun  bat- 
tle in  Richmond,  only  yards  from 
where  Nkabinde  died,  after  gun- 
men ambushed  a group  of  visit- 
ing ANC  officials.  “The  situation 
is  out  of  hand,”  said  ANC  spokes- 
man Hhftkl  Cele,  who  survived 
the  attack. 

President  Mandela  called  the 
violence  horrifying  and  appealed 
for  calm,  accusing  a “third  force" 
of  fomenting  the  trouble. 

“The  killing  of  Mr  Nkabinde 
and  the  11  people  is  an  indication 
of  the  frustration  of  those  who 
want  to  plunge  the  country  into 
violence,"  he  said.  “South  Afri- 
cans should  work  together  to 
defeat  them." 

Nkabinde's  fellow  UDM  lead- 
ers, however,  suggested  the 
assassination  was  the  work  of  the 


ANC,  which  has  been  competing 
with  the  UDM  ami  the  mainly 
Zulu  Inkatbfl  Freedom  party  for 
control  of  the  region. 

“It  was  a well-planned  assassi- 
nation attack  by  our  political 
enemy,  and  Sifiso  [Nkabinde]  had 
only  one  political  enemy  - the 
ANC,"  Sifiso  Bhengu.  UDM  dep- 
uty chairman,  was  quoted  as  say- 
ing In  a South  African  newspa- 
per. “There  could  be  war.” 

KwaZulu-Natal  has  been 
racked  by  violence  since  the  mid- 
1980s,  when  Inkatha  and  the  ANC 
fought  for  the  allegiance  of  black 
South  Africans  as  the  apartheid 
system  crumbled.  More  than 
15,000  people  have  been  killed  in 


the  .fighting.  More  than  100 
people  have  died  in  politically 
motivated  attacks  in  the  Rich- 
mond area  in  Die  past  year  and  a 
half,  but  an  uneasy  truce 
recently  enforced  by  soldiers  and 
police  had  held  until  Nkabinde’s 
death  this  weekend. 

Nkabinde  was  a warlord  who 
surrounded  himself  with  body- 
guards. He  was  a prominent  ANC 
member  until  he  was  accused  of 
having  spied  for  the  apartheid- 
era  security  forces  and  expelled 
from  the  party  two  years  ago. 

He  was  charged  with  16  mur- 
ders but  eventually  acquitted  and 
released  last  year,  when  he 
became  a leader  of  the  UDM. 


Scientists 
ready  to 
create  life 
from  scratch 

By  Ctore  Cookson  In 
Anaheim,  Caflfbmia 

uuentisls  in  the  US  say  they  are 
ready  to  create  life  from  scratch 
in  a laboratory.  A project  to  cre- 
ate a bacterial  cell  from  inani- 
mate chemicals  for  the  first  time 
will  go  ahead  ns  soon  as  it  is 
passed  by  an  ethics  committee. 

Craig  Venter,  a pioneer  of  gene 
discovery,  said  molecular  biology 
and  genetics  had  advanced 
enough  to  take  what  would  be  a 
momentous  step. 

“My  assumption  is  that  it  will 
be  possible  to  construct  a totally 
man-made  organism  but  we  will 
not  know  until  we  try,"  said  Dr 
Venter,  who  last  year  moved 
from  the  Institute  for  Genome 
Research  to  set  up  Cetera,  a large 
gene  sequencing  company. 

“We  have  not  decided  to  go 
ahead  with  the  experiment  yet 
because  we  want  to  give  the  eth- 
ics a chance  to  catch  up.”  he  said 
at  the  American  Association  for 
the  Advancement  of  Science 
annual  meeting.  “Will  we  be  set- 
ting off  down  a slippery  slope 
that  could  have  negative  conse- 
quences?” 

The  bio-ethics  centre  at  the 
University  of  Pennsylvania  is 
reviewing  the  idea.  The  assess- 
ment will  cover  all  foreseeable 
objections,  including  the  threat 
that  bio-terrorists  might  make 
use  of  the  technology  to  create 
artificial  germs. 

The  benefits  of  the  project 
would  be  practical  and  scientific. 
Dr  Venter  said.  Artificial  organ- 
isms might  have  untold  applica- 
tions In  medicine  and  industry. 

The  project  would  also  address 
philosophical  questions.  Microbi- 
ologist Frank  Young,  who  ran 
the  US  Food  and  Drug  Adminis- 
tration and  now  heads  the 
Reformed  Theological  Seminary, 
said:  “The  progress  of  genetics 
has  raised  to  the  fore  a question 
that  had  not  been  asked  inten- 
sively since  the  Middle  Ages  - 
what  is  the  essence  of  life?” 

As  a theologian  Dr  Young  did 
not  believe  that  creating  artificial 
life  would  pose  ethical  problems. 
Manipulating  existing  life  was 
more  of  an  issue,  he  said. 

The  scientists  will  first  try  to 
create  the  simplest  possible  cell 
with  the  minimum  number  of 
genes  required  to  sustain  life. 
Many  details  of  the  synthesis 
have  yet  to  be  worked  out,  but 
the  project  is  likely  to  be  very 
difficult  and  take  several  years  to 
complete. 


National  Front  split 
by  Megret  victory 


By  D&vM  Owen  to  ISsrignane 


Bruno  M£gret  was  yesterday 
elected  president  of  a “reno- 
vated" National  Front  by  a rebel 
congress  of  the  extreme  right- 
wing  French  party. 

Bis  victory,  with  more  than  86 
per  cent  of  votes  cast  by  dele- 
gates to  the  breakaway  NF  fac- 
tion mprting  near  MarsefllBS  In 
southern  Francs,  puts  Mr  M6gret 
on  course  for  a showdown  with 
Jean-Marie  Le  Pen,  the  Front’s 
long-time  leader,  in  the  June 
European  elections. 

The  split  also  gives  the  moder- 
ate right  their  first,  opportunity 
to  draw  hack  voters  at  the  Euro- 
pean parliamentary  poll  from  a 
divided  Front 

The  49-year-old  former  heir  to 
Mr  Le  Fen  now  heads  a rival  Ac- 
tion to  compete  for  the  15  per 
cent  of  the  national  vote  held  by 
the  Front  with  Mr  M&gret  and 
Mr  Le  Fen  both  claiming  to  be 
the  legitimate  head  of  the  party. 

Unless  Mr  M&gret  can  outscore 
a rival  hard-right  Le  Fenite  Ust 
that  looks  set  to  nm  against  him, 
and  prevent  a haemorrhage  of 
Front  support  to  the  mainstream 
parties,  his  rise  to  prominence 
may  prove  shortlived. 

He  will  have  to  prevent  his 
bombastic  rival  from  making  his 


hiph  public  profile  «iH  popular 
touch  telL  The  delegates  gave 
unanimous  support  to  a suppos- 
edly conciliatory  motion  appoint- 
ing Mr  Le  Pen  honorary  presi- 
dent of  the  party. 

Mr  Mfegret's  dense  50-minute- 
concluding  address  to  more  than 
2,000  supporters  underlined  his 
lack  of  charisma. 

But  the  low-key  nature  of  the 
event  in  part  reflected  the  nar- 
row path  Mr  M£gret  has  to  tread. 
If  he  is  to  attain  power,  he  most 
quickly  wean  support  away  from 
Mr  Le  Pen  and  rid  the  Front  of 

rts  tflgTBfl  frQ  3 parish  pufty. 

Based  on  yesterday's  message, 
his  main  weapons  are  set  to  be  a 
change  in  style,  away  from  Mr  Le 
Pen’s  demagoguery,  but  not  a 
change  in  policies. 

“Those  who  were  hoping  that 
at  Marign ane  the  Front  would 
put  water  in  its  wine  were 

wrong,"  ha 

Indeed,  any  thoughts  that  a 
M&gretiste  Front  might  dilute  the 
party's  racist  policies  were  laid  to 
rest  in  a speech  by  delegate  Jean- 
YvesLe  Gallon. 

He  pledged  to  put  “immlgra- 
tton-invaskm"  at  the  heart  of  the 
party’s  European  campaign,  ask- 
ing: “Must  Germany  become  a 
Turkey  of  the  west?  The  British 
Isles  the  new  West  Indies?” 
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Venom 
hope  for 
cancer 
treatment 

By  CCve  Cookson 
in  Anaheon,  California 

A molecule  isolated  from 
scorpion  venom  could  pro- 
vide a powerful  treatment 
for  an  incurable  form  of 
brain  cancer.  Details  of  the 
potential  drug,  to  begin  clini- 
cal trials  this  year,  were 
announced  at  the  American 
Association  for  the  Advance- 
ment of  Science  meeting. 

Harald  Sontheiraer,  who  Is 
leading  the  research  at  the 
University  of  Alabama,  said 
the  chlorotoxin  molecule, 
extracted  from  a large  Israeli 
scorpion,  could  be  developed 
into  the  first  drug  capable  of 
reducing  the  death  toll  from 
glioma. 

Glioma  is  one  of  the  most 
deadly  cancers.  Its  cells  have 
normally  proliferated 
throughout  the  brain  by  the 
time  the  disease  is  diag- 
nosed. In  the  US  24.000  new 
cases  occur  annually,  of 
which  18,000  cause  death 
within  a year  of  diagnosis. 

The  drug's  development  is 
based  on  Dr  Sontbeimer's 
discovery  that  the  cancer 
cells  use  a protein,  called  gli- 
oma choride  ion  cbannel 
(GCC),  to  infiltrate  them- 
selves through  the  brain. 
The  normal  function  of  GCC 
is  to  help  the  embryonic 
brain  grow,  but  it  is  not  pro- 
duced anywhere  in  the  body 
of  healthy  children  or  adults. 
Therefore,  a drug  aimed  at 
GCC  should  stop  the  glioma 
without  causing  side-effects. 

The  Alabama  scientists 
screened  toxins  from  various 
spiders.  Insects  and  scorpi- 
ons for  specific  activity 
against  GCC.  These  crea- 
tures are  known  to  paralyse 
their  victims  by  interfering 
with  ion  channels,  which  act 
like  molecular  batteries  in 
the  brain. 

The  only  one  that  reacted 
specifically  with  GCC  was 
chlorotoxin.  derived  from 
Leiurus  quinquestratum,  a 
lOcm-long  yellow  scorpion. 

Dr  Sontheimer  and  col- 
leagues then  worked  with 
TransMolecular.  an  Alabama 
biotechnology  company,  to 
turn  chlorotoxin  into  a 
human  drug  candidate.  - 

Experiments  with  gKomaT 
cell  cultures  and  laboratory  4 
animals  have  given  ericour-  -\ 
aging  results.  Dr  Sontheimer 
says.  The  first  clinical  trial 
is  due  to  start  this  year. 

Dr  Sontheimer  warned, 
however,  that  his  treatment, 
like  several  well  publicised 
“cancer  cures",  might  fail 
when  it  rrarhed  thp  clinir — 


ISRAELI  SACKING  DISMISSED  DEFENCE  MINISTER  JOINS  CENTRIST  PARTY 


Mordechai  may  stand  for  PM 


By  Judy  Dempsey  in  Jousatom 

Yitzhak  Mordechai  will 
today  announce  whether  he 
will  run  for  prime  minister 
on  behalf  of  Israel's  new 
Centrist  party,  after  Benja- 
min Netanyahu  unexpect- 
edly sacked  him  as  defence 
minister. 

In  a move  which  dismayed 
even  his  close  supporters. 
Mr  Netanyahu  dismissed  Mr 
Mordechai  at  the  weekend, 
accusing  him  of  “personal 
ambition”  as  well  as  foiling 
to  “fUlly  support  the  govern- 
ment's policies  and  deci- 
sions". 


The  popular  Mr  Morde- 
chai, 54,  who  joined  the  gov- 
erning Likud  party  in  1996, 
had  this  month  been  bolding 
talks  with  the  Centrist  party 
that  Mr  Netanyahu  said 
amounted  to  a “conspiracy 
to  topple  the  government  in 
which  he  was  serving”.  He 
confirmed  last 'night  that  he 
was  leaving  Likud  to  join 
the  Centrist  party. 

In  an  uncharacteristically 
candid  statement.  Mr  Morde- 
chai said  Mr  Netanyahu  was 
a liar  and  “not  worthy  of  my 
support  and  not  worthy  of 
the  support  of  the  people  of 
Israel”. 


If.  in  the  direct  elections 
on  May  17,  Mr  Mordechai 
decides  to  challenge  Mr 
Netanyahu  from  the  Centrist 
party,  analysts  said  it  would 
deal  a significant  blow  to  the 
prime  minister,  who  owes 
some  of  his  1996  victory  to 
his  defence  minister.  Elec- 
tions were  called  last  month 
after  Mr  Netanyahu's  nation- 
alist coalition  collapsed. 

Mr  Mordechai  is  expected 
to  take  votes  from  Likud, 
particularly  those  of  Sephar- 
dic Jews  from  North  Africa, 
Iran  and  Iraq,  who  are  the 
party's  main  constituency. 

The  former  defence  minis- 


ter, an  Iraqi-born  Kurd, 
would  be  the  first  Sephardic 
candidate  for  the  premier- 
ship - providing  a boost  for 
the  self-confidence  of  a sec- 
tion of  the  population  which 
believes  that  the  Ashke- 
nazim, Jews  from  eastern 
Europe,  have  for  too  long 
dominated  the  political 
establishment 
A poll  published  In  the 
Yedioth  Ahronoth  newspa- 
per yesterday  showed  that  a 
third  of  voters  who  sup- 
ported Mr  Netanyahu  during 
the  1996  election  would 
switch  to  Mr  Mordechai  if  he 
headed  the  Centrist  party. 


Mr  Mordechai,  who  repeat- 
edly criticised  Mr  Netan- 
yahu’s tough  stance  on  nego- 
tiations with  the 
Palestinians,  is  also  angling 
for  the  religious  vote,  partic- 
ularly from  among  Sbas,  the 
Sephardim  Ultra-Orthodox 
party.  In  the  1996  elections, 
it  won  10  seats  at  the 
expense  of  Likud. 

Yesterday,  Mr  Mordechai 
prayed  at  the  Western  or 
Wailing  Wall  and  then  vis- 
ited Habbi  Ovadia  Yosef,  the 
spiritual  leader  of  Shas.  who 
instructs  his  members  which 
way  to  vote  in  the  May  elec- 
tions. 


Survival  skills 
mark  reign  of 
Samaranch 


By  Patrick  Harverson 
and  -Hinny  Buns 

Yesterday,  the  International 
Olympic  Committee  was  told 
by  internal  investigators  in 
Lausanne  that  six  IOC  mem- 
bers should  be  expelled  from 
the  movement  for  accepting 
bribes  and  inducements 
from  Salt  Lake  City  during 
its  bid  to  host  the  2002  Win- 
ter Games.  Their  recommen- 
dation raised  an  obvious 
question:  should  Juan 
Antonio  Samaranch,  the 
IOC’s  long-standing  presi- 
dent. go  too? 

There  was  a growing  cam- 
paign this  week  for  the  78- 
y ear-old  Spaniard  to  fall  on 
his  sword.  No  evidence  has 
been  uncovered  that  Mr 
Samaranch  was  personally 
involved  in  the  scandal  He 
has  admitted  receiving  gifts 
from  candidate  cities  but 
because  he  never  votes  on 
the  destination  of  the  Olym- 
pic Games  they  could  not  be 
construed  as  bribes. 

However,  critics  say  he 
must  take  the  blame  for  foil- 
ing to  act  against  corruption 
earlier. 

■ Allegations  that  IOC  vot- 
ers have  received  money, 
gifts  and  other  inducements 
to  vote  for  candidate  cities 
have  been  around  since  the 
1980s.  Most  believe  that  if  Mr 
Samaranch  had  ordered  a 
thorough  investigation,  evi- 
dence of  wrongdoing  would 
have  been  found  long  ago. 

Yet  Mr  Samaranch  intends 
tn  sir J right  during  this,  the 


most  damaging  crisis  in  the 
Olympic  Games’  105-year 
history.  If  he  did  resign  as 
an  act  of  contrition  on  behalf 
of  the  entire  movement,  it 
would  be  out  of  character. 
He  would  have  not  have 
prospered  as  a senior  figure 
in  Spanish  politics  during 
the  eta  of  General  Franco. 
and  subsequently  risen  to 
become  the  most  powerful 
man  in  world  sport,  if  he  had 
not  possessed  remarkable 
diplomatic  and  political 

siring 

Born  in  1920  in  Barcelona 
to  one  of  Catalonia's  richest 
families.  Mr  Samaranch  sup- 
ported Gen  Franco  In  the 
Spanish  civil  war  and  during 
the  Franco  years  he  became 
one  of  the  most  powerful 
men  in  the  country. 

After  serving  as  a deputy 
in  the  Barcelona  local 
authority  and  then  as  a Cat- 
alan representative  in  the 
strictly  controlled  Madrid 
parliament,  in  the  late  1960s 
Mr  Samaranch  was 
appointed  by  Franco  as  the 
national  delegate  for  sport, 
in  effect  a ministerial  role. 

After  Franco’s  death  in 
U975C-he  successfully  man- 
uuevred  into  new  positions 
of  power  and  influence,  first 
as  Spanish  ambassador  to 
Moscow,  and  then  as  IOC 
president  from  1980.  After  an 
early  setback  when  the 
Soviet  bloc  boycotted  the 
1984  Los  Angeles  Olympics, 
Mr  Samaranch  set  about 
turning  the  Gaines  into  a 
more  mmmprrfaUy-Tninriftrt 


Samaranch:  Franco  supporter 

event  while  healing  political 
divisions  and  bringing  more 
nations  into  the  Olympic 
movement. 

Although  Mr  Samaranch 
successfully  oversaw  the 
introduction  of  professional 
sport  to  the  Olympics,  more 
recently  his  tenure  has  been 
dogged  by  the  dual  problems 
of  corruption  (until  now, 
mostly  alleged  rather  than 
proven)  and  more  seriously, 
the  use  by  competitors  of 
illegal  performance-enhanc- 
ing drugs.  Mr  Samaranch's 
suggestion  last  year  that 
athletes  be  allowed  to  use 
drugs  so  long  as  they  were 
not  ' harmful  to  health 
revealed  an  untypical  lack  of 
political  touch. 

What  are  the  chances  of 
his  surviving  the  current  cri- 
sis? No  sprominant  JOC  fig- 
ures have  publicly,  called  for 
Mr  Samaranch's  removal, 
which  suggests  he  retains 
the  support  of  the  people 
that  matter.  The  IOC  would 
not  want  to'endnre  a poten- 
tially divisive  presidential 
election  campaign  this  year, 
so  Mr  Samaranch  will  proba- 
bly stay  on  until  his  final 
term  expires  In  jam 
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Advertising  release 
for  sale  of  shares  by  direct  negotiation 

The  STATE  OWNERSHIP  FUN D,  a Romanian  public  institution  based  in  Bucharest.  6 Stavropoieos  Street,  sector  3 .Division  for 
Direct  Selling  - Metallurgy.  Chemistry  is  offering  for  sale  by  direct  onomiion  according  to  the  Government  Urgency  Ordinance 
no.88/1997  approved  by  Caw  no.  44/1998  and  the  Cjovemmem  Urgency  Ordinance  no.  55/1998  modified  and  completed  with  G.U.O. 
361/1998  a stake  of  &X&60  5*  respectively  27.430.025  total  shares  of  me  ’Hading  Company  C.OJS.T  SA.  Targoriste. 


□ Registered  Office:  Tnrzovi 

□ Fiscal  Code:  R 91372& 


viste.  9 Gaiesti  StreeL,  Dambovita  District 


□ Registration  no.  at  Commercial  Register  Office:  i/15/248/1991. 

□ Issued  stock  capital,  according  to  the  latest  records 
at  the  Commercial  Register  Office:  S19.690.775  thousand  ROL. 

O Turnover  in  1997:  79JJ73.821  thousand  ROL. 

□ Loss  in  1997: 3Gp5(US6  thousand  ROL 

□ Main  scow  of  activity,  manufacturing  and  tn  . 
semis,  rafled  profiles  and  drawn  bars,  strip  and  peae  for  deccotechnkal  i 


as  follows: 

% k 

O Suite  Ownership  Fund 

83.660  B 

O Financial  Investment  Company  Ofrenia 

15.584  | 

O Share  owners  through  mass  pnvatisatHm 

0.756  | 

The  Stale  Ownership  Fond  is  assisted  in  privatisation  process  by  BANK  OF  AMERICA.  The  nominal  value  of  each  share  is  25,090 
ROL.  The  selling  offer  price  is  of  57,695  ROL/share  and  die  value  for  shares  pared  pat  for  sale  fa  of  1481575*292  thousand  ROL 

In  accordance  with  the  law  in  force  the  State  Ownership  Fund  is  maintain  a nominative  control  share. 

The  Company's  PRESENTATION  FILE  can  be  obtained  daily  from  Bucharest.  6 Stavropoieos  Street,  secus’  3 phone  04-01/31 10495: 
3123130:  3124231  and  Tax  04-01/3121841.  ground  fioot  Portfolio  Offers  Division  of  State  Ownership  Fund  between  S®  and  16“  his.,  to  the 
previous  dav  to  the  deadline  offers  deposition,  inclusively.  The  selling  price  of  the  PRESENTATION  FILE  is  100/100,000  ROL  may  be  paid  in 
account  no.  1251 100^0900224  opened  at  Romanian  Bank  for  Development  - Bucharest  Branch  (BRD-SMB). 

Further  in  formation  about  the  company's  privatisation  may  be  offered  by  S.Of.'s  INTERNET  SITE  at  the  address  wtn&sotro.  or  at  the  phone 
0404)1-3 14.62.8 1,  fas:  GW-0 1-310.  ftj.92,  Mr  Antoniu  Fotnpffiu  St&nesCD. 

In  order  to  participate  in  the  negotiations  it  is  compulsory  buying  the  PRESENTATION  FILE. 


THE  PRESENTATION  FILE  will  be  released  on  presentation  of: 

□ a copy  of  (he  payment  order  for  the  presentation  file; 

□ identity  card  lor  passport  for  foteign  ritoens): 

O power  of  attorney  from  the  offering  trading  company. 

In  order  to  participate  in  the  negotiations  it  is  compulsory  buying  of  PRESENTATION  FILE.  Participation  guarantee  in  value 
of  15,825,752^28  ROL  may  be  paid  at  Romanian  Bank  for  Development  - Bucharest  Branch  (Blfo-SMBl  in  account  no. 
251100980900913.  For  Mtiiral/fegal  foreign  persons  payment  of  PRESENTATION  FILE  and  participation  guarantee  may  be 
made  in  the  account  for  convertible  foreign  currency  open  at  the  Romanian  Bank  for  Foreign  Trade  (BANCOREX)  account 
25U0000000242300008  in  USD,  at  exchange  rale  transmitted  by  NAIIONAL  ROMANIAN  BANK  at  payment  dale  for  these. 
Bidders  may  instruct  the  bank  when:  they  htrfd  (bar  main  account  to  release  a bank  guarantee  valid  for  ISO  days,  from  Che 
deposition  date  for  the  offer. 

Natural/kgal  foreign  persons  may  make  the  payment  for  the  SELLING-BUYING  contract  in  convertible  currency  at  foe 
exchange  rate  transmitted  by  NATIONAL  ROMANIAN  BANK  at  the  date  of  signing  for  the  Protocol  for  doting  of  me  direct 
negotiation. 


In  Oder  to  participate  in  the  negotiations  bidder  submit  the  documents  stipulated  in  Government  Derision  no.  55/1998.  article 
27,  stipulated  in  Section  C of  the  PRESENTATION  FILE  and  BUYING  OFFER,  indusmly  BUSINESS  PLAN,  in  sealed 
envelopes,  at  Portfolio  offers  Division  to  the  deadline  date  of  19*  of  February,  1999, 10"  hits,  local  time.  The  opening  of  the 
offers  will  take  place  in  the  same  day  (19s  February  1999)  at  12"  bis  local  time  in  the  presence  of  ladders. 


This  advertisement  does  not  constitute  an  offer  of  securities  wiihin  the  meaning  of  the  UK  Financial  Services  Act  1986  and  does  not  constitute 
a solicitation  of  an  offer  in  any  jurisdiction  w hen;  such  solicitation  would  be  prohibited.  Die  shares  offered  for  safe  are  issued  according  to  the 
Romanian  legislation  and  their  tradinj*  is  governed  by  the  Romanian  law,  subject  to  the  scrutiny  of  the  relevant  Romanian  rcgnlatory  authorities. 


Salt  Lake  City:  a 
case  for  the 
Sundance  Kid? 

Christopher  Parkes  reports  from  a town 
in  turmoil  over  the  Olympics  scandal 


Robert  Garff  has  taken  a 
beating.  Grey-faced  and 
frustrated  by  his  Inabil- 
ity to  strike  back,  the  chair- 
roan  of  the  Salt  Lake  Olym- 
pic Organising  Committee 
shows  his  bruises. 

"Whenever  Tm  on  TV  I bet 
half  the  population  believes 
I'm  guilty,”  he  says.  "Never 
in  my  wildest  dreams  would 
1 have  been  placed  in  a posi- 
tion where  I had  to  face  the 
world's  press  with  only  a 
broom  in  my  hand.” 

In  10  days  or  less  the 
SLOG  ethics  committee  is 
expected  to  file  its  report  on 
the  dealings  of  the  now-de- 
funct bid  committee  which 
landed  Mr  Garff,  a car 
dealer,  and  Salt  Lake  City  in 
such  a predicament 
Mr  Garff  hoped  the  report 
published  yesterday  by  the 
International  Olympic  Com- 
mittee on  irregularities 
throughout  the -Olympic  bid- 
ding process  would  confirm 
his  belief  that  he  and  Salt 
Lake  were  victims  of  “an 
ethical  breakdown,  fostered 
.and. enabled J>y  the  IOC". 

The  -report,  assiduously 
leaked  and,  according  to  Mr 
Garff,  “perplexingly"  larded 
with  findings  from  the 
SLOCs  own  unfinished  eth- 
ics probe,  was  embraced  in 
advance  throughout  the  dty 
as  an  opportunity  to  place 
the  Salt  Lake  City  allega- 
tions in  to  their  full  and 
proper  context 
“We  have  been  the  focal 
point  for  so  long,”  mourned 
Mayor  Deedee  Corradini. 

“We've  been  handed  a 
lemon  and  we  are  going  to 
make  lemonade  with  it,” 
says  Michael  Lawson,  chief 
executive  of  the  state  eco- 
nomic development  corpora- 
tion. Looking  beyond  the 
scandal  he  says,  the  winter 
games,  with  the  associated 
construction  of  new  roads, 
resorts  and  a light  rail  sys- 
tem. means  infrastructural 
development  which  will  per- 
manently enhance  the  qual- 
ity of  life  in  the  region. 

There  were  few  doubts 
that,  whatever  the  downside, 
the  controversy  has  put 
Utah  on  the  map  with  winter 
tourists  who,  local  officials 
said,  are  calling  for  informa- 
tion in  record  numbers. 

For  now.  however,  there  is 
bitterness  in  the  business 
community  that  the  Olym- 
pics' overseers  - in  Salt 
Lake,  US  headquarters  and 
Switzerland  - failed  to 
respond  rapidly  or  derisively 
enough  to  the  crisis.  Some 
blame  the  byzantine  Olym- 
pian hierarchy. 

“It's  like  a Rubik’s  cube." 
says  one  executive.  People 


think  they  know  all  about 
Salt  Lake  and  bribery,  but 
no  one  knows  anything 
about  the  complexity.” 

Mr  Garff,  less  than  two 
years  in  a post  created  after 
the  bid  committee  finished 


its  work  in  1995,  and  claim- 
ing never  knowingly  to  have 
met  anyone  from  the  IOC. 
knows  only  that  the  fuss  is 
diverting  his  attention  from 
the  job  of  overseeing  prepa- 
ration for  the  games. 

Yet  he  seems  one  of  the 
few  people  in  town  unwilling 
to  point  an  accusing  finger. 

No  crimes  that  he  is  aware 
of  have  been  committed. 
David  Johnson,  the  leading 
fund-raiser  forced  off  the 
SLOC  earlier  this  month 
when  the  bomb  dropped, 
once  worked  for  him  and 
never  showed  any  “question- 
able” tendencies. 


W 


ith  the  release  of  the 
ethics  investigation 
findings,  he  hopes, 
any  remaining  Utah  skele- 
tons ; will  he  unearthed. 
Clues.  ;ta-^ie.whereRbcn£s  of 
any1  other  ItodJes  “Should 
emerge,  along  with  the 
answer  to  the  riddle  of  how 
six  years  of  audits  by  “a  Big 
Six  firm”  of  bid  committee 
figures  failed -to  find  any- 
thing amiss. . “Where  were 
they?  I don’t  have  a good 
answer  to  that.**  he  says. 

Most  pressing  now  for  Mr 
Garff  is  the  search,  not  yet 
started,  for  a replacement 
for  the  SLOC  chief  execu- 
tive, Frank  Joklik,  former 
CEO  of  the  Kennecott  min- 
ing group,  who  stood  aside 
earlier  this  month  after 
removing  the  alleged  villains 
of  the  bid  imbroglio. 

"Well,  who’s  going  to  do 
that  now?"  asks  one  local 
retailer.  “You  can  count  Sait 
Lake  people  with  that  kind 
of  know-how  on  half  a 
hand." 

“I'd  ask  Robert  Redford. 
People  would  trust  him." 
says  a customer  favouring 
the  state’s  best  known  resi- 
dent and  organiser  of  its 
Sundance  Film  Festival. 

But  with  a budget  of 
almost  SLSbn,  an  estimated 
paid  workforce  of  700  and 
30,000  volunteers,  the  games 
will  rank  briefly  as  the  big- 
gest enterprises  in  the  state 
and  have  a short-term  eco- 
nomic impact  estimated  at 
up  to  $2.8bn.  For  that.  Mr 
Garff  needs  a skilled  execu- 
tive, perhaps  someone 
looking  for  “a  culminating 
civic  event”  or  a springboard 
into  a public  career.  “I’m  not 
a candidate.  Tm  a car  dealer. 
I have  other  things  in  my 
life." 
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NHWSpiGHST „... 

nuclear  mrM  - 

Power  companies  warn 
Schroder  on  waste  ban 

Germany’s  eleetnoKy  <° 

night  that  Chancellor  Gerard  Schrooe^  st3t.ons 

stoke  a deal  on  the  shutdownof  nuclear  ^ g ^ 

could  collapse  if  the  gover^je  e<seas  fr£xri  next  year, 
on  reprocessing  ahead  of  a meeting  today 

Their  hardline  slan^,f^jft0  prepare  the  ground  for 

with  Mr  Schroder 

wider  “consensus  talks  ^^^ntah-based  Viag  etec- 
Wilhelm  Simson^jead  of  toe  to  its 

tricity  group,  vvamed  ttetrf  ^ a consensus  would  nc 

'ilSS  wfta*  lor  manoeuvre 

s^«^SSSSStss 

Atkins,  Bonn 
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HYATT  HOTEL  CHAIN „ - 

Jay  Pritzker  dies 

SSESSkS- 

heart  attack.  He  was  76.  920s-  orand- 

Pritzker  was  bom  in  Chicago  .n^eariyiaao^na 

famiiylaw  firmed  sprang  to  Prominence 
the  development  of  the  Hyatthotel .^‘n’ 
through  his  aggressive  investment  in  strugg  9 

C<TTielBi^Hyatt  was  acquired  by  Pritzker  in  the  ip^Os, 
and  the  chain  steadily  expanded  to  take  in  several  hun- 

drMtoe’Sn?time.  Pritzker  also  built 

ment  of  industrial  interests,  partly 

mon  Holdings,  which  began  as  a small  manufachtonQ 

company  but  became  a conglomerate  J*hS6bn ' 

Some  of  the  deals  were  controversial.  jlJwuBjjPntztef 
generally  avoided  hostile  acquisitions  and  throughout  ho 

life  tended  to  shun  publicity.  ^ 

In  true  Chicago  fashion,  Pntzker  combined  his  aggres 
sive  business  dealings  with  extensive,  and  rather  more 
public,  philanthropy.  Last  year.  Forbes  magazine  estimated 
his  wealth  at  about  $5bn.  Nikki  Tait,  Chicago 

CHINESE  VISIT  PLANNED 

Taiwan  invites  officials 

Taiwan  has  called  on  China  to  send  officials  to  toe  island 
before  the  end  of  February  to  prepare  for  a ground-break- 
ing visit  by  the  mainland's  top  negotiator  on  Taiwan 
issues.  . 

Taiwan’s  Straits  Exchange  Foundation  invited  its  main- 
land counterpart  body,  toe  Association  for  Relations 
Across  the  Taiwan  Strait,  to  send  an  official  to  take  part  m 
the  preparatory  talks. 

The  SEF  and  Arats  are  quasi-official  organisations  that 
handle  contacts  between  Taipei  and  Beijing,  Which  h3ve 
been  bitterly  divided  since  the  end  of  the  Chinese  civil  war 
in  1949.  The  two  bodies  are  to  prepare  for  an  unprece- 
dented tour  by  Wang  Daohan.  Arats  head  and  the  main- 
land's top  Taiwan  affairs  negotiator.  Mure  Dickie,  Taipei 


f 


KOSOVO  CAPTIVES  EXCHANGE 

Serbs  release  nine  prisoners 

International  observers  in  Kosovo  yesterday  confirmed 
Serbia  had  released  nine  ethnic  Albanians  in  exchange  for 
eight  Yugoslav  soldiers  freed  by  separatist  rebels  earlier 
this  month. 

Release  of  the  ethnic  Albanians,  captured  last  month 
while  trying  to  infiltrate  Kosovo  from  Albania,  had  been  in 
doubt  as  the  Serbian  government  repeatedly  insisted  on 
the  unconditional  handover  of  the  eight  soldiers  held  by 
rebels  of  the  Kosovo  Liberation  Army  (KLA). 

Diplomats  said  the  nine  ethnic  Albanians,  including  a 17- 
year-old  girl,  were  handed  over  to  observers  of  the  Organi- 
sation for  Security  and  Co-operation  in  Europe  (OSCE)  in 
Suva  Reka  on  Saturday  evening.  One  hour  later  the  KLA 
freed  five  elderly  Serb  civilians  taken  hostage  in  northern 
Kosovo  on  Thursday.  Guy  Dlnmore,  Belgrade 


PESO  REPLACEMENT 

Menem  defends  dollar  plan 

President  Carlos  Menem  of  Argentina  was  quoted  yester- 
day as  defending  his  proposal  to  replace  the  peso  with  the 
US  dollar,  condemning  criticism  that  It  would  undermine 
Argentina’s  economic  sovereignty  as  stupid. 

On  the  contrary,  we  would  have  a stronger  sovereignty 
because,  currently,  even  if  there  are  rumours  of  a devalua- 
tion, the  whole  world  runs  out  to  buy  dollars." 

The  country's  central  bank  said  last  week  it  was  study- 
ing the  prospect  of  a “dollarisation"  of  Argentina’s  cur- 
rency. which  would  replace  the  peso  with  the  dollar  as  the 
national  currency. 

‘■Argentina  will  not  have  less  sovereignty  if  it  adopts  a 
common  currency  for  the  whole  continent  or  with  another 
country,  which  in  this  case  would  be  the  US,"  Mr  Menem 
said.  Reuters,  Buenos  Aires 
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Call  for  better  monitoring 
of  lending  to  hedge  funds 


By  George  Graham, 

Backing  Editor 

The  Basle  committee  of  bank 
supervisors  will  this  week 
call  for  rapid  Improvements 
in  the  way  banks  control 
and  monitor  lending  to 
hedge  funds  and  other  highly 
leveraged  Institutions. 

Although  the  report  is 
understood  to  be  highly  criti- 
cal of  the  way  many  hanks 
let  down  their  guard  In  deal- 
ing with  Long  Term  Capital 
Management,  whose  massive 
borrowings  last  year  led  it  to 
the  brink  of  collapse,  it  is 
not  expected  to  recommend 
direct  controls  over  hedge 
funds. 

William  McDonough,  pres- 
ident of  the  Federal  Reserve 
Rank  of  New  York  and  chair- 


said  last  week  the  report 
analysed  the  way  firms  such 
as  LTCM  had  managed  to 
secure  such  great  leverage 
and  recommended  bet  prac- 
tices for  dealing  with  highly 
leveraged  institutions. 

The  report,  compiled  by 
Jan  Brockmaijer  of  the 
Dutch  central  bank,  is  not 
expected  to  recommend  the 
establishment  of  a central 
credit  registry,  as  proposed 
by  some  regulators. 

A group  of  12  leading  US 
and  European  banks,  all 
involved  in  the  S3.dbn  rescue 
of  LTCM,  this  month  set  up 
a policy  group  to  draw  the 
lessons  of  the  LTCM  bailouL 

One  problem  that  arose 
with  LTCM  was  that  many 
banks  believed  their  own 
exposure  to  the  fund  was 


were  unaware  of  the  extent 
of  its  borrowings  from  other 
institutions.  But  a majority 
of  international  regulators 
appears  to  believe  this  prob- 
lem can  be  addressed  using 
existing  monitoring  mecha- 
nisms. Any  central  clearing- 
house for  information  on 
exposures  would  he  expen- 
sive to  set  up  and  manage. 

Some  commercial  banks 
have  argued  that  LTCM 
demonstrated  shortcomings 
in  the  credit  risk  manage- 
ment of  investment  banks, 
less  used  to  lending  raonev 
directly.  However,  the  com- 
mercial banks  scarcely 
emerged  from  the  LTCM  epi- 
sode with  more  glory. 

Most  lending  to  LTCM  was 
offset  by  collateral,  eliminat- 
ing the  need  for  tank"  *„ 
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EU  DIRECTIVE  PLAN  WOULD  ‘LIFT  COSTS* 

' Steelmakers 
warn  on  lead 


proposal 


By  Kerin  Brown  and 
John  Griffiths 

Steelmakers  have  warned 
the  European  Union  that  a 
proposed  environmental 
directive*  to  stop  vehicle 
manufacturers  using  lead  in 
steel  would  add  hundreds  of 
millions  of  euros  to  EU  man- 
m ufacturing  costs  and  cause 
,1  hundreds  of  job  losses. 

/ The  end-of-life  vehicle 
directive  is  intended  to  force 
member  states  to  scrap  and 
recycle  old  cars.  But  French, 
German,  Spanish  and  British 
steelmakers  are  campaign- 
ing against  provisions  which 
would  stop  carmakers  oring 
small  amounts  of  leaded 
steel  to  make  parts  easier  to 
machine. 

Ford  and  Volkswagen*  two 
of  Europe's  largest  vehicle 
producers,  said  the  directive 
was  a concern  for  the  entire 
industry.  "Research  is  going 
on  in  a lot  of  different  direc- 
tions to  try  and  solve  the 
problem,"  Ford  said. 

"It  is  simply  not  possible 
to  phase  out  all  lead  from 
steels  destined  for  automo- 
tive uses,  as  it  would  no  lon- 
i&fer  be  workable  for  things 
rUke  stamped  body  panels." 

■ The  steel  industry  sup- 
ports the  broad  thrust  of  the 
directive,  which  would  mato 
recycling  centres  compul- 
sory in  all  EU  countries. 
Owners  Would  a certificate 
of  destruction  to  scrap 
vehicles. 

But  Eurofer.  the  European 


Albright  talks 
on  reschedulini 
Russia’s  debt 


^ By  John  ThomhiU  in  Moscow 

l-  Madeleine  Albright.  US 
secretary  of  state,  arrives  in 
Moscow  today  to  help  patch 

strained  relations  with  Rus- 
sia and  discuss  a complete 
restructuring  of  the  coun- 
• try’s  $l50bn  external  debt 

US  news  agency  reports 
suggested  Washington  was 
prepared  to  help  Russia  res- 
chedule repayments  oh  its 
foreign  debts  to  ease  the 
country's  devastating  finan- 
cial crisis.  US  Treasury  offi- 
cials have  already  been 
sounding  out  how  the  mar- 
ket would  react  to  a possible 
restructuring  plan  Including 
Russia's  post-1992  euro- 
bonds. 

According  to  this  year’s 
draft  budget,  the  Russian 
J government  can  only  pay 
% S9.5bn  of  the  $17.5bn  of 
' external  debt  repayments 
■'  which  fall  due  this  year.  It  is 
already  running  up  hun- 
dreds of  millions  of  dollars 
in  arrears  on  Soviet-era 
debts  owed  to  the  Palis  Club 
of  sovereign  creditors  and 
the  London  Club  of  commer- 
cial creditors.  But  neither 
creditor  group  has  yet 
declared  a default,  giving 
Russia  some  breathing  spate 
to  agree  a compromise. 

Dominique  Strauss-Kahn* 
the  French  finance  minister* 
who  held  talks  with  Russian 
finance  officials  at  the  Week- 


end, skid  ahy  debt  restated 
uring  must  take  place  within 
the  context  of  an  economic 
programme  backed  by  the 
■International  • -'Moiietary 
Fund. 

“It  is  simply  essefitial  for 
Russia  to  reach  such  an 
agreement,  although  it  will 
require  significant  efforts 
froin.  her  elder  he  teidiFaJi- 
Ure  to  agree  a neW  pro* 
gramme  With  the  IMF  could 
produce  a very  , difficult  situ- 
ation ahfl  lead  to  Russia's 
“financial  isolation"; 

Ad  IMF  mission  is  hoirtinfc 
talks  id  Moscow  with  the 
Russian  government  blit  the 
two  sides  still  appear  to  be 
far  apart.  'The  Russian  gov^ 1 
eminent  has  said  it  Is  politi- 
cally impossible  to  make,  any 
“cardinal  changes1*  to  thin 
year’s  budget*  which  the  IMF 
has  branded  as  economically 
unrealistic. 

Politicians  fifth  across  the 
political  spectrtim  iti 
Moscow  are  now  questioning 
whether  Russia  should  take 
on  any  nbw  lbans  from  the 
IMF- 

Grlgofy  YaVlihsky,  a lib- 
eral economist  and  leader  of 
the  YablbkO  party,  said  Rus- 
sia must  solve  its  own  eco- 
nomic problems,  pointing 
out  that  any  hew  loans  from 
the  IMF  this  year  would  tnily 
be  Used  to  pay  back  princi- 
pal and  interest  payments  to 
the  fund; 


Athens  fails  to  halt 
school  protests 


i fiy  Kerin  Hope  in  Athens  

f Greece's  high  school 
students  have  been  mount- 
ing roadblocks  during  school 
hours  to  protest  at  moderni- 
sation or  the  state  education 

system. 

But  in  the  evenings  they 
put  in  long  hours  atfronHsti- 
ria  - private  tutorial  Insti- 
tutes - to  improve  their 
chances  of  winning  a univer- 
sity place. 

For  two  months  students 
and  teachers  have  protested 
against  plans  by  Costas  Stffl- 
ilis,  the  prime  minister,  to 
tighten  educational  Stan- 
dards by  introducing  more 
student  tests  and  regular 
teacher  assessments. 

The  action,  supported  by 
communist  and  conservative 
politicians,  has  underlined 

Stlie  depth  of  opposition  to 
institutional  reforms  that 
the  Socialist  government  has 

‘ launched.  Spending  on  state 

education  - a* ,0V,lI 
$1,000  a year  per  student  - b 
the  lowest  to  the  EU- 
Thousands  of  students  and 
teachers  last  week  marched 
through  central  Athens  m 


an  attempt  tti  press  ffie  gov- 
ernment to  modify  the 
reforms.  Several  demonstra- 
tors were  arrested; 

Ofrnp,  the  mffltaht  teach- 
ers’ union,  rejected  6h  offer 
by  Gefasimos  Arsenis,  the 
education  minister,  to  dis- 
cuss the  proposals  and  called 
a series  of  34-hour  strikes. 

Students  soy  the  changes 
would  increase  their  wbrk- 
load  without  guaranteeing 
more  places  at  Universities. 
Teachers  sfly  the  assessment 
procedures  would  Undermine 
job  security, 

Students  have  welcomed 
the  thantptidfl  Of  lessons  at 
state  schools,  "The  sltto  at 
my  school  IS  Still  going  on,  i 
so  I ten  get  more  tack  done 
for  the  jhtnmrM  uesM*,” 
said  if--year;6id  ¥hafiassiS 
Augeiakis,  who  is  preparing 
to  sit  University  entrance 
Mratfia  this  summer. 

The  poor  quality  of  Sdiica- 
tibh  at  state  schodis  has 
allowed  the  jmusmd  to 
become  a parallel  education 
systeto,  dhdttffig  tbjjfa  fees 
to  teach  students  fof  univer- 
sity entrance  mams. 


INTERNATIONAL 


Nigeria  agrees  IMF 
economic  programme 


steel  producers'  association, 
has  asked  the  Commission 
for  an  exemption  from  the 
lead  in  steel  provisions, 
Claiming  a ban  Would  be 
pointless  because  lead  can- 
not escape  during  recycling. 

The  steelmakers  alar  say 
that  removing  lead  from 
vehicle  steels  would  make  it 
more  difficult  to  machine 
into  Intricate  Vehicle  parts, 
increasing  energy  consump- 
tion and  gfeenhouse  gas 
emissions. 

Eurofer  claims  that  farc- 
ing EU  manufacturers  to 
stop  using  leaded  steel 
would  cause  an  additional 

5.000  tonnes  of  carbon  diox- 
ide emissions  a year,  and 
add  €225tn  ($2&lm)  a year  to 
the  cost  of  machining  com- 
ponents for  vehicles  and 
other  products. 

One  of  the  biggest  losers 
Would  be  British  Steel, 
which  makes  600,000  tonnes 
a year  of  leaded  machining 
steel  at  Its  Rotherham  and 
Scunthorpe  plants  - more  i 
than  a third  of  the  liSfh 
tonnes  produced  In  the  EU.  | 

The  company  declined  to  i 
say  exactly  how  many  of  the 

4.000  jobs  at  the  two  plants 
were  at  risk. 

The  steel  industry's  call 
for  an  exemption  will  be 
debated  by  the  European 
Parliament's  environment 
committee  next  Week,  before 
being  debated  by  a plenary 
session  of  the  pariiatoeht  in 
Strasbourg  oil  February  10 
and  11. 


By  fifieftatf  Hofman 
ted  tony  Hankte  in  AJnga 

Nigeria  has  ended  a 10-year 
rift  with  the  International 
Monetary  Fund  and  reached 
agreement  on  a Fund-moni- 
tored economic  programme, 
senior  officials  in  the  court 
try's  military  government 
said  yesterday. 

The  programme,  expected 
to  be  approved  by  the  IMF 
board  by  mid-February,  is 
believed  to  include  the  main 
elements  of  the  budget  pres- 
ented earlier  this  month. 
The  IMF  pushed  hard  for  the 
restructuring  of  public 
spending  on  poverty  allevia- 
tion by  catting  outlays  on 
prestige  projects.  A tight 
monetary  policy  will  plso  be 


needed  to  sustain  the  naira. 
Provided  it  Is  followed 
through  by  the  military  gov- 
ernment end  adopted  by  the 
civilian  administration  due 
to  take  office  at  the  end  of 
May,  the  agreement  should 
pave  the  way  for  a debt- 
rescheduling  agreement  with 
the  Paris  Club  of  official 
creditors  next  year  and  the 
resumption  of  World  Bank 
and  other  donor  support  It 
should  also  lead  to  a 
reappraisal  or  Nigeria  as  a 
market  by  export  credit 
agencies. 

Britain,  whose  export 
credit  debt  Is  £3bn  ($5bnl 
and  which  has  suspended 
export  cover,  may  now  con- 
sider supporting  blue-chip 
projects. 


It  marks  the  reentry  of 
Nigeria  into  the  interna- 
tional economic  commu- 
nity,” a member  of  the 
Nigerian  negotiating  team 
said.  uWe  now  need  early 
debt  relief  if  the  reform  pro- 
gramme is  to  succeed." 

Although  western  govern- 
ments have  warmly  wel- 
comed the  economic  and 
political  reforms  introduced 
by  General  Abdulsalami 
Abubabar  since  he  took 
office  last  June,  there  is 
little  likelihood  of  ao  early 
rescheduling  deal. 

Given  the  failure  of  past 
IMF  agreements,  creditors 
will  be  awaiting  the  outcome 
of  next  month's  presidential 
polls,  the  last  stage  in  the 
phased  transition  to  civilian 


Gen  Abdubabml  Abubakan  reforms  sines  hs  took  office  last  June  warmly  welcomed  by  west  <*F 


rule.  Leaders  of  the  three 
parties  contesting  the  elec- 
tions have  not  been  con- 
sulted about  the  programme 
and  no  agreement  on  debt  is 

likely  until  the  new  civilian 
government  has  shown  its 


commitment  to  the  reform 
programme. 

Nigerian  officials  mnde 
dear  yesterday,  however, 
that  the  country's  economic 
difficulties  were  so  acute  the 
incoming  government  would 


have  no  chulue  but  tu  exploit 
oil  opportunities  io  borrow 
funds  at  concessional  rates. 
An  IMF  enhanced  structural 
adjustment  facility  loan 
would  give  Nigeria  access  to 
an  estimated  5ibn. 


Iraq  angry  at  Arab  refusal  to  condemn  air  strikes 


By  fat*  Htibahd  in  Baku 

Iraqi  delegates  stormed  out 
of  a meeting  of  Arab  minis- 
ters yesterday  in  protest  at. 
their  refusal  to  condemn  air 
strikes  against  Iraq  and 
iflstead  call  for  an  end  to 
Iraqi  threats  against  Kuwait 
Arab  states  demanded  Iraq 


comply  with  all  UN  resolu- 
tions aimed  at  destroying  its 
weapons  of  mass  destruction 
and  that  It  should  formally 
recognise  Kuwait  before  new 
plans  were  introduced  to  lift 
sanctions  against  Ifaq. 

The  Arab  League  foreign 
ministers  appeared  to  Ignore 
Iraqi  demands  that  the  meet- 


ing be  used  solely  to  con- 
demn last  December's  US 
and  UK  air  strikes  against 
Iraq  and  demand  the  imme- 
diate lifting  of  sanctions. 

Mohammed  Saeed  al-Sa- 
haf,  Iraqi  foreign  minister, 
led  the  walk-out.  A member 
of  the  Iraqi  delegation  later 
said:  "The  final  resolution 


did  not  comply  with  any  of 
the  Iraqi  demands."  Iraq  had 
objected  to  a line  in  the  final 
statement  whicb  said  Bagh- 
dad must  stop  "provocative 
actions"  against  its  neigh- 
bours - by  implication 
Kuwait 

Opening  the  meeting.  Far 
ouq  al-Shara,  Syrian  foreign 


minister,  strongly  con- 
demned last  December’s  US 
and  UK  air  strikes  against 
Iraq,  describing  them  as 
both  illegal  and  ineffectual. 

But  Egypt  and  Saudi 
Arabia  were  determined  io 
prevent  Iraq  dividing  Arab 
opinion.  All  Arab  states 
have  criticised  the  air 


strikes  but  none  have  openly 
sided  with  President  Sadtlim 
Hussein. 

Separately,  a US  fighter 
aircraft  yesterday  .it tacked 
an  Iraqi  missile  installation 
in  the  northern  no-fly  7.nne. 
The  US  Dereuce  Department 
said  the  aircraft  had  been 
tracked  by  Iraqi  radar. 
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Bananas  dispute  compromise  sought 


Airline  tie-ups 


By  Guy  de  Jonquferes 
in  London  and 
Frances  Wiliams  in  Geneva 

Last-ditch  efforts  were  under 
way  last  night  to  reach  a 
compromise  in  the  conflict 
between  the  US  and  the 
European  Union  over  trade 
in  bananas,  and  avert  a 
threat  by  Washington  to 
impose  sanctions  on  8520m 
of  European  exports  from 
February  I. 

Negotiators  for  the  two 
sides  were  meeting  in 


Geneva  with  Renato  Rugg- 
iero. director-general  of  the 
World  Trade  Organisation, 
to  discuss  proposals  he  has 
made  for  preventing  a trade 
war  that  could  split  the 
WTO's  members  and  weaken 
its  authority  to  enforce 
global  rules. 

However,  Washington  said 
shortly  before  the  talks  that 
it  was  “not  at  all  optimistic" 
that  Mr  Ruggiero's  peace  ini- 
tiative would  succeed.  “We 
are  willing  to  talk,  bat  we 
feel  we  have  virtually 


Clinton  China  policy 
runs  into  trouble 
on  Capitol  Hill 


Human  rights  and 
trade  and 
investment  issues 
are  a problem. 

Stephen  Fidler  and 
James  Kynge 

report 


It  has  always  been  difficult 
for  the  Clinton  administra- 
tion to  push  on  with  its 
policy  of  constructive  dia- 
logue with  China.  In  the  last 
few  months  it  has  got  even 
tougher.  President  Bill  Clin- 
ton returned  sis:  months  ago 
from  a visit  to  Beijing  hav- 
ing temporarily  disarmed 
some  of  the  policy's  critics 
on  Capitol  Hill.  Now,  US  offi- 
cials admit,  those  critics  are 
being  handed  new  ammuni- 
tion by  Beijing. 

With  signs  of  labour 
unrest  growing  after  an  esti- 
mated 10m  people  were  laid 
ofT  last  year,  Beijing  has 
imprisoned  some  prominent 
dissidents  - a signal  that  it 
will  not  tolerate  protest  It 
has  also  slowed  a series  of 
sensitive  economic  changes 
- including  a sweeping 
reform  of  state-owned  enter- 
prises - proposed  early  last 
year  by  Zhu  Rongji,  the  Chi- 
nese prime  minister,  who  is 
due  in  Washington  this 
spring  for  an  official  visit 
US  officials  believe  these 
developments  are  the  result 
of  social  and  economic  ten- 
sions within  China  as  a 
result  of  the  Asian  financial 
crisis.  That  crisis  “has  had  a 
bigger  Impact  on  China  than 
the  Chinese  leadership  and 
outside  observers,  including 
us.  judged  in  the  first  half  of 
last  year,”  said  a senior 
administration  official. 

China  had  maintained  a 
positive  growth  rate.  But  the 
crisis  had  triggered  “a  slew 
of  major  problems  that  have 
made  the  leadership  focus 
much  more  heavily  an  stabil- 
ity and  draw  back  from 
ambitious  [economic] 
reform."  he  said. 

One  result  has  been  that 
American  companies  are  fac- 
ing growing  difficulties. 
PharraaccuTica.-  companies 
have  had  a price  ceiling 
imposed  on  the  medicines 
they  sell;  shipping  Unas  have 
bad  to  apply  for  Chinese 
approval  for  freight  rates; 
telecoms  equipment  manu- 
facturers have  had  to  con- 
tend with  a “buy  local" 
order  that  may  benefit 
domestic  competitors;  and 
some  foreign  investors  are 
reporting  that  their  export 
quotas  have  been  transferred 
to  Chinese  competitors. 

Chinese  officials  say  that 
Lhe  pain  being  sustained  by 
China's  loss-making  state- 
run  industries  as  the  econ- 
omy slows  is  such  that  the 
government  feels  restrained 
in  offering  market  access 
concessions  to  foreigners. 

But  it  has  drawn  stern 
criticism  from  US  govern- 
ment officials  and  business 
groups.  “The  American  busi- 
ness community  has  been 
the  strongest  supporter  (of 
engagement  with  China]  and 
that’s  being  frozen  a-  bit 
now."  said  the  US  official. 

A breakthrough  in  Chi- 
na's 12-year  negotia- 
tions to  join  the  World 
Trade  Organisation  looks 
further  away  than  ever, 
some  US  officials  say.  leav- 
ing the  widening  US  trade 
deficit  with  China,  put  at 
about  S6Ubn  last  year,  as 
another  topic  of  potential 
political  controversy. 

Relations  have  also  cooled 
over  Taiwan,  which  China 
considers  a renegade  prov- 
ince. A US  weapons  sales 
agreement  with  Taipei  has 
irritated  China,  but  the  pos- 
sibility that  Taiwan  may  be 
included  in  a US  Japan  thea- 
tre missile  defence  shield 
has  generated  much  mare 
concern  in  Beijing. 

However.  US  officials 
argue  that  China  is  too 
important  to  isolate  and  say 
there  remain  converging 
Strategic  and  policy  Interests 


Chinese-made 
fighters  have 
test  flights 

China  has  successfully 
test-flown  the  first  two 
Russian  Sukhoi  Su-27  fighter 
jets  to  be  assembled  locally, 
in  an  important  breakthrough 
for  the  domestic  defence 
industry,  writes  James 
Kynge  from  Beijing.  The 
Chinese-made  Su-27.  called 
the  F-11,  was  assembled  at 
the  Shenyang  aircraft  factory 
in  the  north  eastern  province 
of  Liaoning,  Chinese  military 
officials  said. 

Production  of  advanced 
Russian -model  fighters  by 
China  has  been  of  concern 
to  Nato  member  countries 
because  it  strengthens 
China's  technological 
capability  in  areas  where  it 
has  been  weak. 

One  technology  being 
transferred  under  the  Su-27 
deal  is  the  upgraded 
Zhuk-27  radar  system, 
which  can  support  active 
radar  guided  missiles  and 
air-to-surface  missiles. 
Chinese  radar  systems  have 
in  the  past  lagged  far  behind 
their  Russian  counterparts, 
military  experts  said. 


anchoring  the  relationship. 
Among  these  is  North  Korea. 
: which  the  US  believes  may 
be  stepping  up  Its  efforts  to 
develop  nuclear  weapons. 

“There  is  only  one  country 
with  any  influence  at  all  on 
North  Korean  behaviour.  It's 
China,"  says  a senior  State 
Department  official 

The  US  believes  Chinese 
intervention  was  helpful  in 
1994  in  bringing  North  Korea 
to  talks,  and  hopes  it  can 
bring  some  influence  to  bear 
again  on  Pyongyang.  But  a 
Chinese  official  said  Beijing 
had  little  influence  there  on 
a strategically  crucial  issue 
such  as  nuclear  weapons. 
"The  North  Koreans  criticise 
us  in  their  newspapers  as 
revisionary.  They  don’t  take 
much  notice  of  what  we 
say,"  said  the  official. 

The  US  also  believes  dia- 
logue with  China  has  been 
productive  in  its  non-prolif- 
eration efforts.  The  US  has 
concerns  over  Chinese  sales 
of  components  that  could  be 
used  in  cbemical  weapons 
and  missile  programmes. 
But  Washington  believes,  for 
example.  China  has  kept 
promises  to  step  supplying 
Pakistan's  nuclear  pro- 
gramme. has  kept  a confi- 
dential pledge  made  in  1997 
not  to  help  Iran's  nuclear 
programme,  and  another  not 
to  supply  anti-ship  cruise 
missiles  to  Iran. 

But  if  these  are  gains, 
there  is  another  develop- 
ment that  may  make  it 
harder  still  to  make  the  case 
for  engagement  - ..  report 
from  a select  committee  of 
Congress,  chaired  by  Con- 
gressman Christopher  Cox,  a 
Republican  from  California, 
about  transfers  of  militarily 
useful  technology  to  China. 

That  bipartisan  report  con- 
cludes that  US  national  secu- 
rity has  been  damaged  by 
transfers  of  militarily  sensi- 
tive technology  to  China 
over  more  than  a decade.  It 
remains  secret  though  large 
parts  of  it  will  be  released  to 
the  public. 

The  administration  plays 
down  the  Impact  it  will 
have.  “Have  the  Chinese 
been  using  means  licit  and 
illicit  over  the  last  25  years 
to  enhance  their  military 
capability?  Yes,  but  already 
we  know  that."  said  a senior 
official.  “This  is  neither  sur- 
prising nor  shocking."  On 
the  other  hand,  some  on 
Capitol  Hill  argue  the  report 
will  raise  serious  questions 
about  the  administration's 
policy  toward  China. 

But  whatever  the  reaction 
to  the  Cox  report,  there  are 
enough  other  difficulties  to 
make  Mr  Zbu's  expected 
visit  to  Washington  this 
spring  a tricky  one. 


exhausted  all  the  options 
that  would  lead  to  . a solu- 
tion," a spokesman  for  the 
US  trade  representative  said. 

An  official  close  to  Sir 
Leon  Brittan.  EU  trade  com- 
missioner, welcomed  Mr 
Ruggiero’s  proposals  and 
said  they  could  offer  the 
basis  for  a settlement.  But 
the  EU  still  wanted  clarifica- 
tion of  important  details,  to 
ensure  that  its  interests 
were  safeguarded. 

The  WTO  risks  being 
plunged  into  a divisive  con- 


frontation if  no  compromise 
is  reached  by  late  today, 
when  the.  US  plans  to  ask 
other  members  to  approve 
its  planned  sanctions,  on  the 
grounds  that  the  EU  has  not 
complied  with  a 1997  WTO 
ruling  against  its  banana 
import  regime. 

The  EU  has  modified  the 
regime,  which  favours 
imports  from  former  British 
and  French  colonies  in 
Africa,  the  Caribbean  and 
the  Pacific.  But  Washington 
says  the  new  arrangement 


still  discriminates  against 
US  distributors  of  Latin 
American  fruit 

The  EU  - backed  by 
Japan,  India,  Korea,  Indon- 
esia and- six  control  Euro- 
pean states  - says  the  US 
sanctions  request  Is  invalid, 
because  there  has  been  no 
WTO  ruling  against  the  mod- 
ified EU  regime.  . 

-Japan  and  several  other 
countries  are  trying  to  defer 
consideration  of  the  US 
request  unto  a WTO  panel 
has  examined  the  new 


regime.  But  Washington 
says,  it  is-acting  wttMn  its 
rights  and  cannot'  legally  be 

denied  &uthoadsation  for  its 
planned  sanctions.  • 

Under  Mr  Ruggiero’s  pro- 
posals, the  US  would  not 
Impose  sanctions  before  a 
recently-established  WTO 
panel  has  reported  on  the 
new  "banana  regime,  while 
the  EU  would  agree  for  the 
panel  simultaneously  . to 
arbitrate  oh  the  scale  of  the 
planned  US  retaliatory  mea- 
sures.1 


Home  owners  in  the  booming  Chinese  dty  of  Guangzhou  protesting  yesterday  against  rising  management  fees.  Mors  than'  1,000  gathered . 
to  demonstrate  against  what  they  called  ‘corrupt  and  unreasonable*  management  of  their  Riverside  Garden  homes.  China  has  encouraged 
home  ownership  in  spfte  of  inadequate  legislation  to  protect  home  owners1  rights  ''neuters 

AID  FOR  REFORM  EFFORTJO  END  POLITICA_L_AND_ECONOMIC  ISOLATION  " 

UN  and  World  Bank  soccer 


plan  Burma  initiative 


By  Ted  Banlacke  in  Bangkok 

The  World  Bank  and  the 
United  Nations  are  planning 
a renewed  effort  to  break  the 
political  and  economic  isola- 
tion of  Burma.  A joint  dele- 
gation is  expected  to  visit 
the  country  in  March  for 
talks  with  leaders  of  the  mil- 
itary junta  and  Aung  San 
Suu.  Kyi,  the  opposition 

IrnrlfM1!  "'  n"'  ■ - ' •’ 

The'  UN-World  Bank  mis- 
sion will  be  an  overt  attempt 
to  link  resumption  of  inter- 
national aid  to  political  and 
economic  reform,  on  the 
■ understanding  that  the 
Bank's  controlling  share- 
holders will  not  authorise 
significant  assistance  for 
Burma  without  a break  in 
the  political  stalemate  which 
has  plagued  the  country  for 
nearly  a decade. 

The  country's  interna- 
tional reserves  have  fallen 
below  Si  00m  and  new  for- 
eign investment  has  almost 
stopped.  As  a result,  an 
informal  grouping  or  con- 
cerned western  and  Asian 


countries  recently  has  been 
trying  to  formulate  a 
strategy  that  would  use 
an  explicit  promise  of 
renewed  assistance  as  an 
incentive  to.  pursue  political 
reform. 

Last  year  a UN  mission  led 
by  Alvaro  de  Soto,  UN  assis- 
tant secretary-general,  began 
sounding  out  both  the  oppo- 
sition and  the  military  junta 
on  the  idea.  No  specific  rams 
of  aid  were  mentioned, 
although  on  a per  capita 
basis,  compared  with  other 
less  developed  countries, 
Burma  could  expect  at  Least 
Slbn,  diplomats  said. 

Mr  de  Soto  will  again  lead 
the  March  mission,  together 
with  Bradley  Babson,  a for- 
mer World  Bank  representa- 
tive to  Vietnam  who  now 
helps  co-ordinate  the  Bank's 
relations  with  “problem” 
countries  such  as  Burma 
and  North  Korea.  A separate 
annual  assessment  mission 
from  the  International 
Monetary  Fund  is  also  expec- 
ted to  visit  around  the  same 
time. 


The  Bank  would  study  the 
country's  economic  and 
social  needs  and  try  to  edu- 
cate the  isolated  regime  as 
well  as  the  opposition  about 
how  its  assistance  pro- 
grammes work  and  what 
kind  of  conditions  would 
be  attached  to  that  aid, 
said  Jean  Michel  Severino. 
World  Bank  vice-president 
for  East  Asia  apd  the 
Pacific.— i.—  iSC-iV-’.-  ' 

Good  governance  was  “der- 
tainly  a major  condition". 
Mr  Severtno  said. 

But  yesterday  the  coun- 
try's official  news  agency 
said  the  government  bad 
arrested  11  members  of  tire 
opposition  National  League 
for  Democracy  for  allegedly 
inciting  riots  in  November 
and  December. 

Spokesmen  for  the  junta 
have  said  only  they  would  be 
happy  to  receive  "uncondi- 
tional” aid.  Ms  Suu  Kyi  has 
also  been  cautious  about  the 
proposal,  fearing  that  aid 
would  be  misused  and  not  i 
lead  to  substantive  political 
change. 


Write-offs  fail  to  reduce 
Japan’s  bad  bank  loans 


By  Gillian  Tett  in  Tokyo 

Japan's  Financial  Superv- 
isory Agency  iFSA».  the 
banking  watchdog,  has 
admitted  that  the  bad  loan 
total  held  by  domestic  banks 
had  barely  changed  in  the 
first  half  of  the  1998  fiscal 
year  - even  though  lhe 
banks  had  made  Inije  write- 
offs 

The  data,  released  late  last 
week,  s'lg'iert  that  the  banks 
may  still  he  discovering  new 
bad  loans  as*  'he  economy 
worsens  and  r.irts  compa- 
nies become  insolvent. 

However,  the  government 
insisted  it  would  force  banks 
to  write  off  most  of  their  bad 
loans  before  the  end  of 
spring.  In  particular,  tbe 
FSA  is  planning  to  inject  up 
to  YZS.OOObn  ($220bn)  into 
the  banks’  capital  bases 


before  the  end  of  March  to 
implement  these  write-offs. 

Eisuke  Sakakibara,  vice- 
minister  of  finance  for  inter- 
national affairs,  said:  “Japa- 
nese bank  restructuring  will 
proceed  very  aggressively  in 
the  mon'hs  to  come.” 

In  one  sign  of  this 
restructuring,  Sanwa,  one  of 
tbe  largest  banks,  said  it 
would  forgive  Y59.72bn 
worth  of  loans  to  Shokusan 
•lutaku  Sogo,  a homes 
builder.  Other  banks  are 
expected  to  make  similar 
moves  In  the  craning  weeks. 

Measured  overall,  the  FSA 
said.  Japan's  largest  17  inde- 
pendent banks  held 
Y39.720bn  worth  of  so-called 
•“category  two"  potentially 
problematic  loans  at  the  end 
of  September.  Category  two 
loans  are  those  which  have 
not  been  restructured  yet. 


but  are  extended  to  borrow- 
ers that  may  face  financial 
problems. 

This  tally  was  little 
changed  from  the  Y40,200bn 
total  six  months  earlier.  The 
banks  also  held  Y3,S00bn 
worth  of  so-called  “category 
three"  loans,  or  restructured 
loans,  and  Yl25bn  of  "cate- 
gory four”  loans  to  borrow- 
ers that . were  already 
defunct  In  March  these  fig- 
ures were  Y4,410bn  and 
Y77bn  respectively. 

Government  officials 
argue  this  new  tally  showed 
Japanese  banks  were  becom- 
ing more  transparent.  The 
classification  of  loans  into 
four  categories  Is  based  on  a 
new  system  of  “self  assess- 
ment” which  was  only  intro- 
duced last  spring,  and  is  con- 
sidered more  comprehensive 
than  earlier  systems. 


club  seeks 
a buyer 

By  James  Kynge  In  Befjmg 

European  soccer  clubs  have 
in  recent  years  acquired  a 
handfiil  of  Chinese  players. 
Now  they  have  tbe  chance  to 
buy  a fully  fledged  first  divi- 
sion club.  The  Liaoning 
Football  Club,  a loss-making 
outfit  from  the  frigid 
north-east  of  the  country,  is 


European  counterpart  with  a. 
little  spare  cash,  ancl  some 
imagination. 

"We  ‘ would  prefer  an 
English  club."  perhaps  those 
which  are  listed  on  the  stock 
market,"  says  Wang  Shiyu, 
president  of  China  M and  A 
management,  the  company 
handling  Liaoning  FC's 
offer.  “Manchester  United 
has  a very  big  following  In 
China,  and  so  do  other  clubs 
in  Europe." 

Football  is  a passion  for 
hundreds  of  millions  of  Chi- 
nese. Throughout  the  World 
Cup  last  year,  it  was  com- 
mon for  enthusiasts  to  stay 
up  nearly  until  dawn  to 
watch  big  games. 

English  league  games  are 
regularly  televised  oh  Chi- 
nese television  and  even  the 
gossip  is  papular;  it  seems 
that  most  football  Cans  In 
Beijing  know  that  David 
Beckham’s  girlfriend  Is  a 
member  or  the'  rock  group. 
3ptce  Girls,  who-  are  known 
as  the  Hqt  Little  Sisters  in . 
Chinese.  ; .... 

But  In  spite  of  its  popular- 
ity, it  has  not  been  easy  for 
most  Chinese  clubs  to  make 
money.  The  state-run  televi- 
sion stations  do  not  pay  for 
the  right  to  televise  a game, 
although  there  is  talk  that 
this  could  soon  change. 

The  merchandising  of  club 
strips,  scarfs,  caps,  and  other 
clothing  - a big.  money  spin- 
ner in  Europe  - has  yet  to 
take  off  in  China  and  the  : 
crowd  attendance  revenues  i 
are  not  spectacular  because 
ticket  prices  are  low. 

A controlling  51  per  cent  1 
stake  in  the  Liaoning  club  is 
up  for  sale.  Offers  are  1 
invited,  but  Mr  Wang  thinks 
that  around  RMB30m  (S3. 6m)  . 
- the  estimated  value  of  the 
club's  registered  capital  - 
might  be  a fair  price. 


By  Mfcbaet  Sfcaptoker, 

Araispace  Correspondent  - 

The  chances'  of-  airline 
fliiiaTicBs  surviving  have 
almost  doubled  over  the  past 
three  years,  according  to  a 
new  study  ’by  the  Boston 
Consulting  .Group. 

The  study  showed  that  68 
per  cent  of  airline -alliances 
in  place  in  1995-were  still  in 
existence.  This  compares 
with  only  38  per  cent  which 
survived  from  1992  to  1995. 

Airlines  -worldwide  have- 
scnqnbled  to-  conclude  alli- 
ances over  the  past  few 
years,  forming  about  500 
partnerships.  The  industry  is 
now  dominated  by  four  large 
alliance,  groupings,  which 
sell 7 seats  on  each  other’s 
flights,  pool  frequent  flyer 
programmes  or  buy  services 
jointly. 

John  Lindquist,  BCG 
senior  vice-president,  said 
airlines  had  improved  the' 
manageme&l  of  the  partner- 
ships and  had  a better  Idea 
at  who  theft:  fong-term  allies 
should  be.  “We’re  getting 
towards  the  endgame  and 
people  are  figuring  out  how 
to  make  - these  - alliances 
work,"  he  said. 

The  airtmes  have  used  the 
alliances  to  offer  services  to 
destinations  they  do  .not 
serve.  Instead  of  flying  te  a 
city  themselves,  they  sell 
seats  on  Ian  alliance  part- 
ner's flight,' 

The  largest  airline  groups 
ing  is  Star  Alliance,  which:  is 
headed  by  Lufthansa  of’Ger; 
many  and  United  Airlines  of 
the  US.  Star  also  Includes 
Scandinavian  Airline? 'Sys- 
tem, Air  Canada,  Varig  of 
Brazil  and  Hud  Airlines.  All 
Nippon  Airways,  Air  NeW 
Zealand,  Ansett  of  Australia 
and  possibly  Singapore  Air- 
lines are  also  expected  to 
join.. 

The  second  large  alliance, 
Oneworld,  is  expected  to 
announce  details  of  its 
operations  today.  Headed  by 
' British  Airways  and  Ameri- 
can Airlines,  it  also  includes 
Cathay  Pacific,  Canadian 
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Airlines,  Qantas  of  Australia 
and  Fiimair.  Iberia  of  Spain 
and  Japan  Airlines  are  also 
expected  to  join. 

KLM  of  the  Netherlands, 
Northwest  and  Continental 
Airlines  of  the  US  and  Alit- 
alia are  also  forming  an 
international  grouping 
'expected  to  be  called  Wings. 
The  fourth  alliance  groups 
Delta  Air  lines  of  the  US, 
Swissair,  Austrian  Airlines 
and  Sabena  of  Belgium. 
There  are  also  hundreds  of 
other  alliances  with  regional 
and  domestic  carriers. 

Mr  Lindquist  said  the  pro- 
portion of  alliance  partner^ 
takings  equity  stakes  in  one 
another  had  fallen  over  the  j 
pest  three  years.  Only  one  in  ' 
six  airline  partnerships  now 
Involved  equity  stakes,  com- 
pared with  a quarter  three 
years  ago.  The  alliances  with 
the  "best  chance  of  survival 
were'  those  which  were  most 
closely  integrated,  with  com- 
bined sale&forces  and  joint 
purchasing  of  maintenance 
and  other  services. 

•’  Meanwhile,  Frederick 
Reid,  chief  . marketing  officer 
of  Delta,  conceded  his  air- 
line’s "alliance  had  fallen 
behind  the  other  three 
groupings.  In  finding  part- 
ners. However,  he  said  Delta 
had  links  with  China 
Southern  and  Korean  Air- 
lines. Delta's  partnership 
with  Air  France,  which  also 
has  links  with  Continental, 
win  be  extended  In  April. 


attack  on  India 
‘rights  abuse’ 


By  Peter  Montagoon, 

Asia  Edttur,  hi  London 

A new  controversy  has 
-surfaced. around  India's  flag- 
ship Dabhol  power  project 
after  Its  US  promoter,  Enron 
Corporation  of  Houston,  was 
accused  of  complicity  in 
human  rights  abuses  in  the 
west  Indian  state  of  Mahar- 
ashtra, where  the  plant  is 
being  built. 

In  a'  165-page  report. 
Human  Rights  Watch 
accused  the  company  of  con- 
niving with  the  police  In  the 
systematic  suppression  of 
local  opposition  to  the  plant 
through  the  use  of  excessive 
force,  harassment,,  intimida- 
tion and  arbitrary  detention 
of  protesters;-  • 

The  report  also  alleged 
that  the  US  Exlm  Bank 
failed  to  conduct  a proper 
review  of  human  rights 
implications  when  it  agreed 
funding  for  the  project's  first 
phase,  with  the  active  sup- 
port of  Frank  Wisner,  than 
US  ambassador  to  India  who 
is  now  an  Enron  director.  ~ 

Its  allegations  are  by  no 
means  as  serious  as  those 
leveUed  by  human  rights 
groups,  against  Unocal, 
which  has  rejected  charges 
that  it  has  benefited  from 
the  use  of  forced  labour  in 
Burma.  -They  also  come 
when  the  focus  of  Endian 
environmental  protest  has 
switched  to  the  construction 
of  a port  at  Vadhavan,  north 
of  Bombay. 

-But  the  claims  are  likely 


to  prove  sensitive  for  Enron 
after  two  of  its  competitors  - 
Shell  and  British  Petroleum 
- felt  obliged  to  formulate 
explicit  human  rights  poli- 
cies in  response  to  criticism 
of  their  operations  in  Nigeria 
and  Colombia  respectively. 

Dabhol  Power  Corpora- 
tion, Enron's  Indian  subsid- 
iary, had  direct  involvement 
in  suppressing  dissent  from 
local  villagers  over  matters 
such  as  land  acquisition, 
water  supplies  and  other 
environmental  degradation. 
Human  Rights  Watch  said. 

The  company  paid  the 
police  that  committed  tbe 
human  rights  violation^,  pro- 
vided material  support  to  the 
security  forces  and  failed  to 
act  on  “credible"  allegations 
that  its  own-  contractors 
were  engaged  in  criminal 
activity.  Human  Rights 
Watch  added. 

In  Houston,  Enron  moved 
swiftly  to  deny  the  charges. 
“The  Dabhol  Power  Corpora- 
tion does  not  tolerate  human 
rights  abuses  by  its  employ- 
ees or  contractors.''  it  said. 
“This  report  is  out  of  context 
at  best  and  dredges  tip  alle- 
gations that  have  been  put 
to  rest  over  the  past  four 
years." 

Enron  said  it  bad  financed 
education,  health  and  envi- 
ronmental projects  around 
the  plant  site  and  had 
employed  an  average  of  5.000 
workers,  of  whom  around  45 
per  cent  were  local,  during 
the  first  phase  of  construc- 
tion. 


Judge  brings  Salinas  saga  to  climax 


By  Henry  Tricks  in  Mexico  (Sty 

When  a Mexican  federal 
judge  sentenced  the  brother 
of  a former  president  to  so 
years  for  plotting  the  1994 
assassination  of  a ruling 
party  official,  it  was  the  lat- 
est - but  possibly  not  the 
last  - chapter  In  the  coun- 
try's highest  profile  murder 
mystery. 

The  conviction  last  week 
of  Raul  Salinas,  the  brother 
of  former  President  Carlos 
Salinas,  challenged  a 
deep-rooted  perception  that 
those  with  Immense  power 
and  wealth,  such  as  the  Sali- 


nas clan,  were  above  the 
law. 

But  from  the  start  the  case 
was  contaminated  by  polities 
because  of  the  long-running 
feud  between  President 
Ernesto  Zedillo  and  his  pre- 
decessor, Mr  Salinas,  firing 
in  Dublin  in  self-imposed 
exile  since  Radi’s  arrest 

Farcical  bungling  by  pro- 
sectors - who  used  a witch, 
a jealous  lover,  a stolen 
corpse  and  a vanished  co- 
conspirator  in  the  suspect 
cast  of  characters  underpin- 
ning their  case  - led  Mexi- 
cans to  doubt  there  would 
ever  be  a conviction. 


When  Judge  Ricardo  Ojeda 
Bohdrquez  issued,  his  ver- 
dict,. Mexicans  were  , over- 
whelmingly impressed, 
according  to  newspaper 
polls.  But  legal  and  political 
experts  challenged  assets  of 
his  decision,  and  said  the 
Salinas  family,,  who  filed  an 
Instant  appeal,  .might,  man- 
age to  overturn  it. 

"The  judge's  decision  was 
based  on  vary  circumstantial 
evidence  which  opens  ' up  a 
Pandora’s  box  for  the  courts  • 
now.  The  guy  has  been  con- 
demned in  the  public  court 
and  now  in  a court  of  law, 
but  everyone,  doubts  the 


cleanness  of  it  alL"  said  Luis 
Rubio  of  CIDAC.  a Mexico 
City  research  institute.  In  a 
paid  advertisement  in  Mexi- 
can newspapers.  Judge 
Ojeda  said  there  was  no 
direct  proof  of  Haiti's  culpa- 
bility but  Chat  .the  circum- 
stantial evidence  wove  a web , 
of  proof. 

This  -included  telephone 
calls  from,  ctxxmspirators  to 
Ratios  fiqitee  the  day  after 
Jos£  Francisco  Ruiz  Massieu, 
deputy  leader  of  the  ruling 
Institutional  -Revolutionary 
party  (PRI),  was  gunned 
down  on  September  za,  1994, 
and  a statement  by  one  of 


the  convicted  plotters,  Fern- 
ando Rodriguez'  Gonzalez, 
that  Rafrl  was  the  “intense-'  ■ 
tual  author”  of  'the  crime. 

Legal  experts,  however, 
said  Mr  ■'Rodriguez  Gonz- 
alez’s testimony  was  under- 
mined by  -the  existence  of 
government  records  showing 
prosecutors -made  a $500,000- 
payment  to  his.  daughter.. 
.Other  charges  against  Rafll 
such  as.  money  .laundering , 
have  floundered  since  his 
1995  arrest,  though  last  year 
the  Swiss -seized  $ii4m  he 
held  In  -frozen  bank 
accounts,  .saying  -they  were 
the  proceeds  of  drug  riaaHwg- 
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Call  to  slow  up  Ulster  prisoner  releases 


By  Andrew  Farter, 
PoOtfcal  Correspondent 


The  UK  government  yester- 
day came  under  pressure 
from  within  its  own  ranks 
for  a slowdown  in  the 
release  of  paramilitary  pris- 
oners under  the  Northern 
Ireland  peace  accord. 

In  the  first  public  indica- 
tion of  Labour  disquiet  with 
the  releases.  Frank  Field,  a 
former  minister,  said  he 
wanted  the  programme 
scaled  back  until  “punish- 
ment beatings”  in  Northern 
Ireland  were  curtailed. 


The  opposition  Conserva- 
tive party  also  repeated  its 
long-standing  demand  for  a 
suspension  of  releases  while 
the  beatings  by  republican 
paramilitaries  and  their 
“loyalist"  rivals  continued. 

Tony  Blair,  the  UK  prime 
minister,  has  so  far  been 
able  to  maintain  the  former 
Conservative  administra- 
tion’s bipartisan  approach  to 
the  peace  process. 

However.  Mr  Field  said; 
“It’s  important  that  the  pun- 
ishment beatings  are  pushed 
up  the  political  agenda  The 
only  way  to  do  that  is  to 


begin  to  talk  about,  and  then 
slow  down,  the  prisoner 
release  scheme.  That  is  the 
only  language  they  under- 
stand unfortunately." 

Mr  field  will  sign  a House 
of  Commons  early  motion  to 
be  tabled  by  Harry  Barnes, 
another  Labour  MP,  which 
says:  “The  paramilitary  pris- 
oner release  programme 
should  be  slowed  up  as  a 
political  sanction  agaiost  a 
cynically  and  .centrally 
organised  regime  of  Increas- 
ingly brutal  beatings,  shoot- 
ings. murder,  exiling  and 
intimidation.”  He  added 


that,  if  necessary,  the 
releases  should  be  baited. 

A Blair  aide  said  the 
releases  were  part  of  the 
April  1998  peace  agreement 
He  added  that  the  400  para- 
militaries who  benefited 
from  accelerated  remission 
were  released  on  licence  and 
could  be  rearrested. 

Meanwhile,  David  Trimble, 
first  minister  in  the  North- 
ern Ireland  administration, 
said  the  peace  process  might 
have  to  be  "parked”  if  the 
Irish  Republican  Army  did 
not  start  to  hand  over  weap- 
ons. 


The  British  and  Irish  gov- 
ernments hope  to  be  able  to 
transfer  responsibilities  to 
the  new  administration  on 

March  io. 

But  Mr  Trimble,  Ulster 
Unionist  party  leader,  said 
he  intended  “making  what- 
ever progress  can  be  made, 
and  if  it  is  necessary  to  park 

the  process  for  a while  so  as 
to  tackle  the  obstacles  cre- 
ated by  the  paramilitaries, 
well  and  good", 

“We  are  pretty  well  on  tar- 
get and  will  be  on  target  to 
have  done  everything  we 
can  do  by  some  point  in 


March,  and  we  will  all  be 
sitting  there  in  a context  in 
which  paramilitaries  have 
foiled  to  begin  [decommis- 
sioning].” he  said  on  BBC 
Radio  in  Northern  Ireland. 

“The  paramilitaries  have 
to  clean  up  tbeir  act  and 
deliver  the  real  peace  and 
the  evidence  of  it 

“People  need  to  realise 
that  l can  only  cany  things 

so  far  myself.  People  should 
not  expect  that  either  myself 
or  Seamus  Mallon  [deputy 
first  minister]  are  miracle 
workers.  It’s  time  for  people 
to  deliver.” 


Review  of  bank 
competition 
set  for  launch 


By  George  ftalram. 

Banking  Editor 

The  government  will  today 
launch  a review  of  the  UK 
banking  industry  aimed  at 
identifying  any  changes  that 
could  improve  innovation  or 
competition. 

The  review,  headed  by 
Don  Cruickshank,  former 
telecommunications  regula- 
tor and  now  director  of 
Action  2000,  the  state-backed 
programme  to  overcome  the 
mflipnTMum  hnmh,  has  wid- 
ened its  original  remit. 
Which  Was  to  examine  <an»1T 
business  finance. 

Although  investment 
banking  is  explicitly 
excluded,  the  availability  of 
equity  funding  for  gmaii  and 
start-up  businesses  is  expec- 
ted to  be  a key  area. 

Mr  Cruickshank  is  also 
expected  to  target  market 
segments  such  as  credit 
cards  and  deposit  accounts. 
The  established  UK  banks 
are  reasonably  sure  they  will 
be  able  to  demonstrate  that 
competition  exists  in  these 
areas,  where  new  entrants 
such  as  the  specialist  US 
card-issuing  banks  and  new 
banks  established  by  super- 
markets and  life  assurers 
have  captured  a substantial 
share  of  the  UK  market 

Mr  Cruickshank  will  today 
outline  the  areas  he  intends 


to  target  and  the  studies  he 
will  commission. 

With  the  economy  slow- 
ing; there  have  been  fears  of 
a reprise  of  the  early  I990e 
recession,  when  banks  were 
widely  blamed  for  putting 
small  companies  out  of  busi- 
ness by  calling  in  loans.  An 
exact  repeat  appears 
unlikely.  Banks  say  they 
have  made  great  efforts  to 
improve  relations  with  small 
businesses,  most  companies 
are  showing  much  greater 
caution  in  borrowing  than 
they  did  at  the  start  of  the 
decade  and  interest  rates  are 
much  less  punishing. 

• Coutts.  the  upmarket  pri- 
vate bank  owned  by 
National  Westminster,  is  to 
break  with  its  traditional 
image  of  quill  pens  and 
frock-coated  attendants  by 
embarking  on  electronic 
banking. 

The  bank,  with  branches 
at  Eton  and  Harrow,  the  top 
fee-paying  schools,  and  a 
reputation  for  catering  to 
the  landed  gentry,  is  keen  to 
show  it  is  not  stuck  in  the 
past  by  adding  internet 
banking  and  24-hour  tele- 
phone banking. 

Glyn  Jones,  chief  execu- 
tive. said:  “We  don’t  want  to 
be  characterised  by  a 19th 
century  view  of  Courts  as  a 
frock-coated,  traditionalist 
bank.*? 


INNOVATION  ANGLO-AMERICAN  BIAS  APPARENT  IN  SURVEY  OF  EXECUTIVES 


Four  UK  companies  make  ‘top  10’ 


By  Kevin  Brawn, 
industry  Editor 

Britain's  top  business  people 
think  Glaxo  Wellcome,  the 
pharmaceuticals  company, 
and  three  other  UK  comp- 
anies are  among  the  world's 
10  most  innovative  interna- 
tional businesses,  according 
to  a survey  by  MORI  the 
opinion  polling  and  research 
organisation. 

Even  more  surprisingly, 
all  but  two  of  the  20  most 
innovative  companies  listed 
are  either  British  or  Ameri- 
can. The  two  exceptions  - 
BMW  of  Germany  and  ABB. 
the  Swiss/Swedish  conglom- 
erate - both  have  substan- 
tial UK  operations. 

Unpublished  results  from 
a survey  by  MORI  for  3M 
UK,  the  British  arm  of  the 
US  conglomerate,  show  that 
Microsoft,  the  big  US  soft- 
ware company,  was  identi- 
fied with  best  practice  in 
innovation  by  40  per  cent  of 
business  leaders. 

This  was  three  timpq  the 
score  achieved  by  second- 
placed  General  Electric,  the 
US  conglomerate.  However. 
Glaxo  Wellcome  tied  with 
3M  UK  for  third  place,  fol- 
lowed by  British  Telecom- 
munications. British  Petro- 
leum and  Richard  Branson’s 
Virgin  group  also  made  the 
top  10- 

Marks  and  Spencer,  the 
retail  train,  appears  at  num- 
ber ll,  despite  trading  diffi- 
culties. British  Aerospace, 
the  defence  group,  Tesco,  the 


Executive  choice  - 
represent  best  practice  r kmovatian?  (%r 
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supermarket  chain,  and 
Orange,  the  mobile  tele- 
phone operator,  also  made 
the  top  20. 

The  weight  of  support  for 
Glaxo  Wellcome  reflects  the 
top  executives’  choice  - 
reported  by  the  Financial 
Times  in  December  - of  Sir 
Richard  Sykes,  the  group's 
chairman,  as  Britain's  “most 
impressive  industrialist”. 

However,  the  virtual 
absence  of  companies  from 
outside  the  Anglo-American 
business  world  also  suggests 
UK  business  leaders  have 
either  a low  opinion  or  poor 
knowledge  of  the  innovative 
qualities  of  companies  in  the 
rest  of  the  world. 
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The  MORI  survey  does  not 
explain  the  reasoning  behind 
the  choices  made  by  the  149 
chairmen  and  other  top  exec- 
utives surveyed,  who  were 
asked  to  Dominate  the  three 
most  innovative  inter- 
national rampantes 

Norman  Price,  an  adviser 
to  the  Department  of  Trade 
and  Industry's  innovation 
unit,  welcomed  the  recogni- 
tion of  the  importance  of 
innovation,  but  said  he 
would  have  expected  to  see 
more  European  and  Asian 
businesses  listed. 

The  executives  surveyed 
identified  four  key  issues 
behind  success  in  innova- 
tion: these  were  divided 


roughly  equally  between 
competition,  customer 
requirements,  employee 
development  and  the  culture 
of  the  organisation. 

Research  and  develop- 
ment. new  technologies  and 
investment  all  scored  badly 
as  drivers  of  innovation,  and 
only  one  in  10  top  executives 
said  lack  of  investment  was 
a major  inhibitor  of  innova- 
tion. 

These  results  may  worry 
ministers  as  they  suggest  a 
patchy  impact  by  DTI  efforts 
to  persuade  companies  to 
increase  capital  investment 
and  R&D  spending. 

John  HoweUs.  technical 
director  of  3M  UK  said  the 
survey  “should  set  alarm 
bells  ringing.  It  comes  at  a 
time  when  evidence  suggests 
UK  companies  are  spending 
less  on  research  and  develop- 
ment. as  a proportion  of 
sales,  than  many  of  their 
international  competitors. 

“Innovative  thinking 
requires  sustained  invest- 
ment, often  over  many 
years,  if  a company  is  to 
gain  commercial  benefit. 
Our  business  leaders  need  to 
recognise  this,  because  if 
they  don’t,  their  future  com- 
petitiveness may  be  threat- 
ened." 

MORFs  survey  was  con- 
ducted mainly  amnng  chair- 
men, managing  directors 
and  finance  directors  of 
companies  from  the  top  500 
by  turnover,  and  the  largest 
100  financial  organisations 
by  capital  employed. 
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CANTRADE 


Currency  dealer  loses 
appeal  against  jail  term 

A currency  dealer  jailed  for  4&  years  for  his  leading  role  in 
“the  Car  trade  affair"  has  lost  his  appeal  against  convic- 
tion. 

The  Channel  Islands  Court  of  Appeal  ruled  that  Robert 
Young,  sentenced  for  making  misleading,  false  or  decep- 
tive statements  to  investors,  had  not  suffered  from  a mis- 
carriage of  justice  or  been  incorrectly  sentenced. 

Mr  Young  was  sentenced  last  May  together  with  UBS 
subsidiary  Cantrade  Private  Bank  Switzerland,  which  was 
fined  23m  (55m),  and  Alfred  Williams,  a former  Touche 
Ross  partner,  who  received  an  18-month  prison  sentence. 

Andrew  Bagg,  an  advocate  for  Mr  Young,  claimed  sub- 
stantial pre-trial  publicity  had  been  prejudicial  to  his  diem, 
and  that  Sir  Godfrey  Le  Quesne.  who  had  presided  over 
the  22-day  trial,  had  misdirected  the  other  judges.  These 
and  other  grounds  for  appeal  were  all  dismissed. 

The  Channel  islands,  between  England  and  France,  have 
their  own  legislature.  Philip  Jeune,  Jersey 

INTERNET 

BBC  wins  online  ratings  war 

The  BBC  is  winning  the  online  ratings  war  with  a share  of 
the  UK  internet  audience  second  only  to  Yahoo1.,  the  US 
online  directory  service,  a report  to  be  published  today  will 
say.  The  BBC’s  top-three  slot  comes  as  good  news  to  the 
publicly  funded  broadcaster  after  dismal  viewing  figures 
showed  BBC1  now  commands  less  than  30  per  cent  of 
the  television  audience. 

Neil  Bradford,  a director  of  Fletcher  Research,  which 
produced  the  study,  said  the  BBC  was  dong  “terrifically 
welT  as  a late  entrant  to  the  multimedia  market. 

The  BBC  spent  £l9m  ($31 ,3m)  in  1997  upgrading  BBC 
Online  after  news  and  sport  sites  from  rivals,  including  sat- 
ellite broadcaster  BSkyS.  proved  their  ability  to  attract 
online  users. 

The  top  10  sites  by  audience  reach  are  dominated  by 
UK  operations  of  US  search  engines,  including  Yahoo!, 
Lycos,  Excite  UK.  half-owned  by  British  Telecommunica- 
tions. AltaVista  and  Infoseek.  UK  Plus,  owned  by  the  Daily 
Mail  group  and  linked  with  Infoseek.  came  eighth,  behind 
Microsoft  Network's  UK  site.  James  Mackintosh 


GENERAL  ELECTION 


Labour  MP  faces  fraud  trial 

Mohammed  Sarwar,  a Labour  MP  in  a Glasgow  constitu- 
ency, goes  on  trial  in  Edinburgh,  Scotland,  today  charged 
with  electoral  fraud  and  attempting  to  pervert  the  course 
of  justice. 

Mr  Sarwar,  who  became  an  MP  at  the  1997  general 
election,  is  accused  of  fraudulently  inducing  the  Glasgow 
electoral  registration  officer  to  add  the  names  and  false 
qualifying  addresses  of  four  people  to  the  doctoral  regis- 
ter, in  contravention  of  the  Representation  of  the  People 
Act  198a 

He  also  faces  two  charges  of  attempting  to  pervert  the 
course  of  justice. 

His  co-accused,  Mumtaz  Hussain,  a Glasgow  business- 
man, is  accused  dong  with  Mr  Sarwar  of  attempting  to 
pervert  the  course  of  justice.  James  Buxton 
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FT  Energy 

Yearbooks  1 999 

The  complete  information  service  to  the  international  energy  industry. 


Mill  a reputation  for  accuracy  and  breadth  of  coverage  second  to  ooner  Financial  Times  Energy  Yearbooks  provide  yon  wfift  key 
uforastioa  oa  the  activities  and  financial  performance  of  major  companies  io  the  coal,  mining,  power,  oil  and  gas  industries. 


Ust  of  titles: 

■ Oil  & Gas  1999 

■Oil  S Gas  Service  Companies  1999 

■ Who's  Who  in  World  Oil  S Gas  1999 
■Power  1999 

■Mining  1999 
■Co&l  Producers  1999 
■Coal  Consumers  1999 


Each  yearbook  entry  wUt  typically  Indede: 
■company  name,  history,  address  and 
contact  details 

■details  of  directors  and  officers 
■subsidiaries  and  associates 
■main  activities  and  operations 
■three-year  financial  results 
■reserve-generation  summaries 


The  Financial  Times  Energy  Yearbooks 
wifi  allow  yoe  to: 

■monitor  your  competitors'  activities 
and  performance 
■target  new  sales  leads 
■identify  marketing  opportunities 
■source  potential  new  suppliers 
■identity  investment  opportunities. 


To  place  an  order  or  to  request  further  information,  please  fax  the  form  belo: 
to  +44  171  896  2275,  or  call  us  on  +44  171  896  2241. 
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ROBERT  AYLING  BRITISH  AIRWAYS  CHIEF  EXECUTIVE 
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Flying  through  the  flak 


BA's  shares  have  been  in  a tailspin  and  the  critics  have  had  a field  day 
but,  notes  Michael  Skapinker,  the  airline  chief  carries  on  undeterred 


9Tm  Your  share  price  has 
halved,  your  best  custom- 
ers are  drifting  away  and 
much  of  the  business  press  is 
baying  for  your  blood.  How  do 
you  respond? 

If  you  are  Robert  Ayling,  chief 
executive  of  British  Airways,  the 
answer  is:  with  meticulous  care. 
Placed  careftilly  on  the  table  in 
front  of  him  at  the  airline’s 
Berkeley  Square  headquarters,  is 
a set  of  papers  headed:  “Draft 
notes  for  FT  interview".  Key 
points  are  highlighted  in  yellow 
marker  pen. 

Not  that  Mr  Ayling  needs  help 
from  his  notes.  He  has  been  brief- 
ing the  City  of  London  all  week 
and  he  knows  the  script  It  Is  a 
relaxed  performance.  There  are 
few  signs  of  the  irritation  he 
sometimes  shows  with  those  who 
fail  to  get  his  point 

But  then  this  is  a chief  execu- 
tive who  has  felt  the  fire  of  pub- 
lic and  employee  disapproval 
many  since  taking  the  top 
BA  job  in  1996.  He  narrowly 
averted  a pilots'  strike  in  his  first 
year.  His  second  year  was  marred 
by  a hugely  expensive  three-day 
stoppage  by  cabin  crew.  Criticism 
over  his  decision  to  replace  the 
Union  Jack  on  BA's  tail  fins  with 
ethnic  designs  from  around  the 
world  has  rumbled  on  for 
months. 

Mr  Ayling’s  message,  ham- 
mered home  to  the  City  last 
week,  is  that  the  fail  in  BA’s  first 


and  business  class  passengers  - 
down  3.6  per  cent  last  month  - is 
not  his  or  the  airline's  fault.  This 
is  a cyclical  business,  with  good 
times  and  bad.  These  are  bad 
times. 

The  initial  results  of  this  pub- 
licity drive  were  unimpressive. 
BA’s  shares  dosed  on  Friday  at 
344Kp,  compared  with  a 12-month 
high  of  72lp. 

But  the  second  part  of  Mr  Ayl- 
ing’s  message  to  investors  and 
employees  Is  that  they  need  to 
look  beyond  the  short-term.  The 
downturn  came  earlier  than 
expected,  but  Mr  Ayling  had  pre- 
pared the  company  for  it  At  the 
end  of  1996,  when  business  was 
still  thriving,  he  announced  a 
Elba  cost-cutting  programme.  He 
has  already  achieved  savings  of 

£600m. 

He  is  creating  a new  BA,  he 
says,  with  lower  costs  and  with 
an  aircraft  fleet  tailored  to  the 
size  of  the  profitable  end  of  the 
market.  By  2002,  nearly  half  BA’s 
long-haul  fleet  will  consist  of 
Boeing  777s,  which  are  smaller 
than  the  747s  it  has  traditionally 
flown.  The  Boeing  777s  will  have 
less  space  in  the  economy  section 
than  the  747s. 

BA  will  pursue  the  higher  end 
of  the  market  It  is  interested  in 
passengers  who  are  prepared  to 
pay  good  money.  Cut-price  cus- 
tomers can  go  elsewhere.  Mr  Ayl- 
ing says  BA  can  no  longer  afford 
to  offer  fares  which  do  not  even 


cover  the  cost  of  operating  the 
aircraft 

But  why  has  BA  been  losing 
the  business  class  passengers  It 
wants  to  attract?  Because,  Mr 
Ayling  says,  there  are  too  many 
aircraft  flying  across  the  North 
Atlantic,  driving  down  fares.  It's 
a very  tough  market  indeed  at 
the  moment” 

As  Asia’s  finanria!  crisis  deep- 
ened and  business  in  the  region 
melted  away,  airlines  began  mov- 


‘BA  can  no  longer 
afford  to  offer  fares 
which  do  not  cover 
the  cost  of  operating 
the  aircraft’ 


ing  their  aircraft  to  London. 

Japan  and  Singapore  Airlines. 
American  and  United  have  all 
increased  aircraft  capacity  oat  of 
London.  Mr  Ayling  accepts  some 
of  the  blame.  BA  has  reduced  the 
number  of  seats  on  its  Asian 
flights  by  5 per  cent  over  the  past 
year,  and  increased  North  Atlan- 
tic capacity  by  16  per  cent. 

The  result  is  that  some  airlines 
are  selling  seats  at  silly  prices. 
Premium  class  passengers  who 
might  have  flown  with  BA  have 
gone  to  competitors  prepared  to 


Essential  Guide  to  Bob  Ayling 


Abrupt  enrolment  at  the 
University  of  Life:  bom  52  years 
ago  into  a prosperous  London 
shopkeeping  family,  Mr  Ayling 's 
world  charged  suddenly  when 
his  father’s  business  failed. 

Ayling  pire  told  1 5-year-old  Bob 
he  could  no  longer  afford  the 
fees  for  his  public  school,  King’s 
College,  Wimbledon.  Mr  Ayling’s 
father  presented  him  with  a stark 
choice:  move  to  the  local 
comprehensive  school  or  go  to 
work.  He  chose  work,  as  a 
solicitors’  clerk. 

The  perpetual  lawyer:  by  the 
age  of  24,  Mr  Ayling  was  a 
partner  in  a City  law  firm.  Three 


years  later  he  decided  to  become 
a civil  servant,  joining  the 
Department  of  Trade.  But  he  has 
never  lost  his  lawyerty  precision 
or  his  dogged  insistence  that 
those  who  deal  with  him  get  their 
facts  right 

Taking  flight  as  a senior  civil 
servant  Mr  Ayling  became 
involved  in  preparing  British 
Airways  for  privatisation.  He 
caught  the  eye  of  the  airline's 
management  who  recruited  him 
as  legal  director  in  1985.  After 
several  senior  BA  jobs,  he 
succeeded  Lord  Marshall  as 
chief  executive  in  1996. 

A political  animal:  an  admirer 


of  the  Thatcher  revolution,  Mr 
Ayling,  like  many  high-flying 
executives,  transferred  his 
allegiance  to  Tony  Blair's  New 
Labour.  His  personal  contacts 
with  the  government  are  strong. 
He  shared  a 50th  birthday  party 
with  home  secretary  Jack  Straw 
and  turned  down  an  approach 
from  Mr  Blair  to  head  his  policy 
unit  Mr  Ayling  has  firmly  denied 
frequent  rumours  that  he  is  to 
leave  BA  for  a senior  ministerial 
role.  He  has  served  Downing 
Street  well  by  chairing  the  New 
Millennium  Experience  Company, 
which  is  building  the  Greenwich 
dome. 


charge  lass.  Last  week.  Mr  Ayling 
says,  a large  company  came  to 
discuss  a deal  with  BA.  It  said  It 
would  tell  its  staff  to  fly  with  the 
airline,  but  only  if  BA  agreed  to 
cut  its  fares  by  62  per  cent  BA- 
said  It  could  offer  a 42  per  cent 
discount.  The  potential  client 
went  to  one  of  BA's  competitors 
instead. 

Mr  Ayling  (femes  that  BA  is 
losing  significant  market  share. 
But  he  says  he  would  prefer  to 
lose  market  share  than  do  busi- 
ness on  the  terms  demanded  by 
the  unnamed  corporate  client. 
Anyone  can  fill  an  aircraft  if  they 
are  prepared  to  slash  fares,  he 
says. 

“We  amid  not  only  maintain 
market  share,  we  could  Increase 
it  if  we  wanted  to,  very  easily.  It 
all  depends  on  the  price  you’re 
prepared  to  accept.  We  are  seeing 
airlines  accepting  prices  that 
can't,  in  the  long-run,  pay  for  the 
cost  of  investment  In  the  busi- 
ness," he  says.  “My  sales  organi- 
sation is  going  to  try  to  maintain 
a rational  pricing  regime."  BA’s 
seat  capacity  will  expand  by  less 
than  2 per  cent  his  year. 

But  is  the  only  reason  BA  is 
losing  customers  that  it  refuses 
to  slash  fares  to  uneconomic  lev- 
els? Isn't  BA’s  service  to  blame? 
"We  consistently  win  awards  for 
our  business  class  products.  We 
consistently  earn  a premium  in 
the  market  place  because  oLthe 
strength  of  our  service,  because 
of  our  reputation  for  safety  and 
the  high  standards  of  our  opera- 
tion. We  consistently  record  bet- 
ter punctuality  than  our  competi- 
tors." 

I tell  Mr  Ayling  about  a col- 
league who  complained  about 
BA's  business  class  service  and 
received  a reply  11  months  later. 
When  he  telephoned  the  cus-' 
tomer  service  department,  he  was 
told  it  was  taking  at  least-;  a _ 
month  to  reply  to  letters  because 
there  were  so  many  complaints, 
and  too  few  people  to  deal  with 

tham, 

“Every  airline  can  improve' its 
handling  of  complaints,"  Mr  Ayl- 
ing says.  “Did  he  write  to  me?” 
Customers  who  write  to  him 
receive  a telephone  call  from  one 
of  bis  staff  the  next  day. 

But  didn't  he  think  his  staff 
had  been  miserable  and  demoral- 
ised since  the  1997  strike?  “No  I 
don’t  I spend  a lot  of  my  time 
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Maximise  your  WtiPIlll 

Shareholder 
Value 

With  increasing  pressure  on  companies  to 
create  shareholder  value,  a critical  performance 
management  gap  has  emerged  as  financial 
indicators  fail  to  translate  strategy  into  reality. 

In  an  invaluable  new  report.  Gary  Ashworth, 

Executive  Consultant  at  Ernst  & Young,  draws  on 
his  extensive  knowledge  of  performance 
measurement  techniques  to  propose  an  Integrated 
frameworK  which  will  help  you  successfully  convert 
a shareholder  value -creating  strategy  into  delivered 
shareholder  value. 

Delivering  Shareholder  value  Through 
Integrated  Performance  Management 

enables  you  to  assess  its  relevance  to  your  needs, 
then  takes  you  through  each  step  towards  successful 
implementation. 
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rung  to  people  in  the  company. 
1 was  talking  to  some  of  them 
yesterday.  I know  the  difference 
between  what  it  was  like  during 
tiie  strike  and  what  it's  like  now. 
Since  the  cabin  crew  strike, 
there’s  been  a complete  change." 

Last  week,  BA  and  the  pilots' 
nninn  announced  an  agreement 
under  which  night  crew  will 
spend  more  Him  in  the  air.  Chris 
Darke,  general  secretary  of  the 
British  Airline  Pilots’  Associa- 
tion, called  the  deal  ua  significant 
milestone”  in  relations  with  BA. 

Mr  Ayling  says:  “Talk  to  any 
airline  management  One  of  the 
rawest  areas  Is  relationships 


r 


LUCY  KELLAWAY 


between  the  company  and  the 
pilots.  If  they  could  swap  the 
relationship  we  have  with  our 
pilots  with  the  relationship  they 
have . . . Well,  'it  wouldn’t  be  pos- 
sible. In  the  case  of  the  American 
carriers,  they’ve  had  years  of 
strife.  We’ve  seen  the  same  in  the 
case  of  the  French  airlines." 

What  of  BA's  new  livery?  Does 
he  regret  having  made  a change 
which  has  apparently  angered  so 
many  customers?  “No.  I don’t.  I 
think  we  have  produced  a design 
that  will  be  seen  to  be  mould- 
breaking,  it  will  be  seen  to  be 
innovative,  it  will  be  seen  to  be  a 
market-leader.  It’s  already  seen 


by  the  majority  of  our  customers 
to  be  all  those  things." 

And  the  repeated  reports, 
firmly  denied  by  Lord  Marshall. 
BA’s  chairman,  that  Mr  Ayling  is 
about  to  be  sacked?  "I  don’t  read 
them.”  Come  off  it.  "I  don’t."  But 
his  staff  must  brief  him  on  them. 
Don’t  the  articles  hurt?  "Would  I 
prefer  it  if  people  didn't  write 
these  things?  Of  course  1 would. 
Is  it  my  job  to  worry-  about  them? 
No,  it's  my  job  to  run  BA  It’s  a 
fact  of  iife.  particularly  in 
Britain,  that  people  in  a public 
position  are  criticised.  If  you 
can't  accept  criticism,  you 
shouldn't  do  the  job." 
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Good  old  human  touch 


Going  back  to  basics 
basics  wrapped  up  in 

Welcome  to  the.humon 
moment.  This  is  a brand  new 
concept  developed  in  an 
eight-page  article  in  the 
latest  issue  of  the  Harvard 
Business  Review.  According 
to  the  distinguished  journal, 
the  human  moment  is  a vital 
management  tool  Any 
company  that  fells  to 
recognise  its  importance 
may  be  patting  at  risk  the 
health  not  only  of  its  people 
but  that  of  the  whole 
organisation. 

You  may  be  wpndering:  ' 
what  exactly  is  this  human 
moment?  And  if  it  is  tiiat 
important,  why  haven't  we 
heard  of  it  before?  ft  turns 
out  we  already  know  it  well 
- but  not  by  that  name.  It  is 
what  you  and  I.  call  talking 
to  someone  face  to  face. 

The  author  of  the  article, 
Harvard  psychiatrist  Edward 
M.  HaliowelL. prefers  to  put 
It  differently.  The  human 
moment,  he  says,  is  "an 
authentic  psychological 
encounter  that  can  happen  - 
only  when  two  people  share 
the  same  physical  space". 

There  are,  he  says,  two 
elements  to  this.  The  first  is 
that  you  need  to  be  in  the 
same  place  as  someone;  the 
second  is  that  you  need  to  be 
attending  to  them.  He  tells 
us  how  this  takes  energy,  it 
seems  you  cannot  have  a 
human  moment  when  you 
are  writing  a memo  at  the 
same  time,  or  playing 
patience  on  ytiur  PC. 

This  is  all  very  valuable  - 
that  is  if  you  happen  to  be  a 
hermit  who  has  never  met 
anyone  before.  (Although 
now  I come  to  think  of  it, 
there  are  some  people  - my 
husband  for  one  - who  see 
nothing  wrong  in  holding  a 
conversation  while  - : 
simultaneously  reading  a 
newspaper  and  watching  the 
football  on  the  telly.  But 
maybe  he  is  better  left  out  of 
this  particular  discussion.) 

Anyway,  the  print  of  the 
article  ia  that  this  human 
moment  is  rapidly 
disappearing  from  bur 
working  lives  thanks  to 
e-mail  telephones,  etc.  As  a 
result  we  are  turning  into 


is  always  best.  But  managers  need  these 
fancy  terms  before  they  can  deal  with  them 


psychiatric  cases  and 
suffering  from  something 
called,  toxic  worry. 

If  the  HBR  is  right  in 
thinking  that  managers 
really  need  to  be  reminded  of 
the  necessity  of  seeing 
people  occasionally,  things 
have  got  a lot  worse  than  I 
thought  Of  course  e-mail 
has  replaced  some 
fece-tofece  meetings,  and  so 
much  the  better.  Lots  of 
things  are  made  easier  by 
e-mail.  But  equally  many  are 
not  - anything  with  any 
emotional  charge  £g  better 
done  in  person. 

You  might  think  our  heed 
to  see  and  talk  to  the  people 
with  whom  we  work  was  so 
basic  that  you  do  not  need  to 
be  a top  Harvard 
psychiatrist  to  work  ft  out 

But  maybe  this  is  just 
another  reminder  of  the 
peculiar  world  in  which 
modern  managers  exist 
They  spend  so  much  time  • 
dealing  with  enterprise 
resource  planning  systems 
or  whatever  the  latest  fed 
happens  to  be  that  they 
forget  tiie  basics.  And  the 
best  way  of  getting  back  to 
these  basics  is  to  give  them 
a fancy  name  Hke  human 
moments  and  make  them 
into  state-of-the-art 
management  practice. 


Who  is  the  world's  best 
management  guru?  Sensible 


people  will  tell  you  it  is 
Peter  Drucker,  who  has  been 
at  it  longest  and  is  still  the 
most  perceptive.  Sincere, 
alternative  types  might 
prefer  Charles  Handy;  those 
who  like  style  over 
substance  might  choose  Tom 
Peters. 

But  it  is  hard  to  imagine 
anyone  in  their  right  mind 
going  for  ex-industrialist  and 
ex-TV  personality  Sir  John 
Harvey-Jones  as  the  best 
management  guru  in  the 
world. 

Yet  he  has  been  picked  by 
UK  management  consultants 
canvassed  recently  by 
another  consultancy,  called 
Druid. 

So  for,  so  bad,  and  it  does 
not  get  any  better.  When 
asked  which  was  the  most 
revolutionary  decade  for 
business  this  century,  the 
consultants  said  the  present 
one. 

But  who  is  to  say  the  1990s 
is  the  most  revolutionary 
decade?  What  about  the 
1920s  and  the  1950s? 

Business  went  through  some 
pretty  big  changes  during 
those  times.  And  how  would 
you  measure  it  anyway?  The 
only  thing  one  can  say  for 
certain  is  that  the  1990s  have 
been  by  far  the  most 
revolutionary  (le.  best) 
decade  for  the  consulting 
trade. 

The  only  sign  of  wisdom 
from  the  survey  is  that. 
two-thirds  of  the  consultants 


say  the  general  quality  of 
management  consultancies 
in  the  UK  is  not  up  to 
scratch.  On  second  thoughts, 
this  may  not  be  so 
heartening  after  all-in.  any 
potentially  dodgy, 
unregulated  profession  the 
surest  way  to  prove  your 
own  worth  is  always  to 
rubbish  the  competition. 


My  discussion  of  the  passion 
fashion  last  week  seems  to 
have  struck  a chord.  1 have 
been  e-mailed  a crop  of 
passion  horror  stories  - 
employees  being  asked 
point-blank  by  current  or 
prospective  bosses  whether 
they  consider  themselves  to 
be  "passionate”  about  their 
work.  They  have  to  lie,  or 
risk  losing  the  job. 

One  big  multinational  has 
introduced  the  Passionate 
Power  Meeting,  a 20-minute 
session  in  which  everyone  is 
meant  “to  passionately  focus 
on  outcomes"  - whatever 
that  means. 

But  the  most  heart-sinking 
example  of  compulsory 
passion  comes  from  Burger 
King. 

The  seven  steps  to  great 
customer  service  are  written 
on  the  wall  of  the  . 
“restaurants",  leaving  not 
even  the  smallest  gesture  of 
the  staff  to  chance.  At  the 
end  of  the  list  it  says:  Pride 
and  Passion.  On  £3.60  an 
hour?  They  must  be  Joking. 

hicy.  keitaway&FT.com 
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ENVIRONMENT  GREEN  INVESTMENT 


INSIDE  TRACK 


Ecological  wake-up  call  for  fund  managers 

A fresh  Qeneration  of  analysts  is  divided  about  whether  such  investments  are  a blessing  or  a curse,  says  Vanessa  Houlder  Tromans.  head  or  the  envi 

fmr mitorc  _ mental  law  department  of 


Should  fund  managers  go 
green?  The  Idea  that 
investors  should  play  a 
role  in  sustainable  development 
is  argued  with  increasing 
urgency  within  bodies  such  as 
the  UK  government,  the  EU  and 
the  United  Nations. 

The  issue  is  also  promoted  by 
pressure  groups,  such  as  Friends 
of  the  Earth.  That  organisation  is 
gathering  Information  for  a cam* 
paign  nest  year  against  fund 
managers  with  particularly  poor 
environmental  records. 

Underpinning  these  arguments 
is  the  view  that  the  fiwaww'ai 
markets  have  a potentially  cra- 
dal  influence  on  company  strat- 

«egy.  And  the  long-term  nature  of 
most  investors'  interests  means 
f they  have  a natural  interest  in 
' ensuring  that  companies  invest 
sustainably. 

But  most  fund  managers  dis- 
miss environmental  concerns  as 
trivial  or  misguided.  As  one  ana- 


performance  owe  more  to  wishful 
inking  than  to  careful  analysis? 

The  first  possibility  - that 
financial  institutions  are  being 
slow  on  the  uptake  - was 
endorsed  by  a recent  European 
Commission  report. 

“Companies  increasingly  see 
environmental  issues  as  being  of 
relevance  to  their  business  devel- 
opment, yet  financial  markets, 
particularly  investors,  are  unin- 
terested,'’ said  Delphi  Interna- 
tional, the  consultancy. 

The  report  blamed  this  indiffer- 
ence on  lack  of  quality  informa- 
tion, the  investment  communi- 
ty’s inertia  and  conflict  between 
the  short- termism  of  the 
markets  and  long-term  sustain- 
able development 
There  are  some  exceptions.  In 
the  late  1980s  and  early  1990s,  a 
handful  of  brokers  published 


issues  as  a guide  to  investment 
performance? 

Sceptics  point  out  that  correla- 
tion is  not  the  same  as  causation. 
The  link  between  environmental 
and  investment  performance  may 
be  because  companies  with  good 
environmental  records  are  better 
managed.  More  profitable  compa- 
nies have  more  money  and 
greater  flexibility  when  it  cocks 
to  environmental  projects. 

There  are  dangers  in  Twairiwg 
sweeping  generalisations  about 
such  a complex  issue.  “There  is 
no  reason  to  believe  that  environ- 
mental performance  is  an  equal 
driver  of  value  across  all 
sectors  and  industries,"  says  the 
World  Resources  Institute,  a 
Washington-based  environmental 
think-tank. 

It  points  out  that  environment 
management  is  not  a single  topic. 
Rather,  it  says,  it  can  be  split 


. . u m£  , research  examining  the  impact  of .. 

lyst  put  it.  Any  attempt  to  link  into  several  issues:  the  need  for  a 

up  financial  decisions  with  mor- 
als or  emotional  decisions  does 


including  cost  savings,  credit  rat- 
ings, recruitment,  morale,  risk 
avoidance,  employee  morale, 
stakeholder  relations,  media 
attention  and  public  respecL 

In  each  case,  however,  it  puts 
forward  a possible  counter-argu- 
ment For  example,  promoting  a 
good  environmental  image  may 
increase  a company’s  vulnerabil- 
ity to  bad  publicity,  “It  is  much 
easier  to  attack  a high-profile 
environmentally-aware  company 
like  the  Body  Shop  for  a single 
transgression  from  its  stated 
environmental  policy  because  the 
company  has  a high  media  pro- 
file built  on  the  back  of  its  excel- 
lence." it  says. 

Perhaps  the  most  important 
issue  concerning  the  business 
impact  is  the  question:  Do  envi- 
ronment improvements  lead  to 
savings  or  to  extra  financial  bur- 
dens? David  Edwards,  author  of 


the  Earthscan  report,  says  enthu- 
siasm about  cost  savings  has 
given  way  to  a more  cautious 
approach:  “As  diminishing 
returns  on  environmental  invest- 
ment bave  set  in,  the  new  genera- 
tion of  environmental  managers 

have  found  it  difficult  to  replicate 
the  impressive  successes  of  the 
1960s  and  are  increasingly  ner- 
vous of  stakeholder  reaction  to 
expensive  environmental  invest- 
ments.” 

But  this  debate  itself  suggests 
that  for  better  or  worse,  environ- 
mental issues  have  a financial 
impact.  Regardless  of  whether 
environmental  spending  is  a bur- 
den or  a benefit,  arguably  inves- 
tors should  take  note  of  it. 

Adopting  this  approach  would 
involve  a change  of  investor  atti- 
tude. A survey  carried  out  in  1994 
by  Extol  Financial  showed  that 
investment  analysts  often  shied 


away  from  examining  environ- 
mental issues  on  the  grounds 
that  they  were  “moral"  or  ‘'emo- 
tional". 

“Once  you  start  taking  an  emo- 
tional standpoint,  you  undermine 
what  you're  there  for."  says  an 
insurance  analyst 

This  attitude  was  evident  last 
year  when  John  Denham,  a UK 
government  minister,  proposed 
that  pension  fund  trustees  should 
outline  their  ethical  positions. 
His  proposal  was  criticised  by  the 
pensions  industry  on  the  grounds 
that  it  failed  to  recognise  the 
fiduciary  duty  of  the  trustee. 

But  the  Idea  that  trustees  can- 
not take  account  of  environmen- 
tal issues  in  shaping  their  Invest- 
ment policy  is  a 
misunderstanding.  It  ignores  the 
potential  impact  on  the  invest- 
ment's long-term  risk  and  attrac- 
tiveness. according  to  Stephen 


Tromans,  head  of  the  environ- 
mental law  department  of  Sim- 
mons & Simmons,  a law  firm:  “It 
is  difficult  to  see  how  trustees 
could  in  fact  fulfil  this  role  prop- 
erly without  paying  regard  to 
environmental  matters.'* 

A similar  debate  is  underway 
in  the  US.  The  legal  obligation  of 
investors  to  act  “prudently"  and 
“exclusively”  for  the  owner  of  the 
assets  has  been  generally  consid- 
ered to  exclude  social  concerns 
such  as  environmental  issues. 

But  the  World  Resources  Insti- 
tute argues  that  this  logic  could 
eventually  be  turned  on  its  bead. 
Once  it  has  been  firmly  estab- 
lished that  there  Is  a link 
between  environmental  and 
financial  performance,  then  it 
would  be  imprudent  not  to  con- 
sider a company's  environmental 
performance  when  selecting  an 
investment.  “While  this  sounds 
far-fetched  now,  It  might  not  be 
so  far  off."  it  says. 


not  work.” 

For  campaigners,  this  argu- 
ment misses  the  point.  Investors’ 
self-interest  should  encourage 
them  to  consider  environmental 
issues.  Admittedly,  many  overtly 
environmental  companies,  such 
as  “green”  retailers  or  waste  dis- 
posal managers,  have  performed 
badly  during  the  last  decade.  But 
mainstream  companies  with  good 
environmental  records  have 
traded  to  perform  welL 
' Studies,  mostly  from  the  US, 
ave  found  a significant  correla- 
te tween  the  environmental 
'credentials  of  companies  and 
share  performance. 

Why  has  this  point  made  so 
little  impact  on  fund  managers? 
Are  the  financial  analysts  behind 
the  times?  Or  are  they  right  to 
think  that  the  arguments  liniring 
the  environment  with  finanriai 


They’re  being  green 
because  specific 
environmental 
actions  make  good 
business  sense’ 


the  environment  on  investments. 
And  the  large  provisions  by  Brit- 
ish Gas  and  Hanson  for  the  cost 
of  cleaning  up  contaminated  land 
acted  as  clear  “wake  up"  calls. 

But  overall,  the  Delphi 
researchers  concluded  that  “of  all 
the  forces  for  nhangn  on  the 
investment  sector,  those  coming 
from  within  have  been  probably 
the  least  effective  " it  says. 

But  conld  the  mainstream 
financial  sector  be  justified  in  its 
reluctance  to  use  environmental 


company  to  protect  its  “fran- 
chise” by  complying  with  regula- 
tions and  preserving  its  reputa- 
tion; “eco-efficiency”  measures 
that  prevent  pollution  and  reduce 
waste;  and  the  adaptation  of 
product  and  markets  to  take 
advantage  of  new  opportunities. 

To  lump  all  environmental 
strategies  together  is  to  ignore 
the  motivation  of  individual  com- 
panies: “They  aren’t  merely 
being  green;  they're  being  green 
because  specific  environmental 
actions  make  good  business 
sense.” 

Defining  the  environmental 
actions  that  make  good  business 
sense  is  not  easy.  A recent  report 
from  Earthscan,  the  UK-based 
environmental  publisher,  on  the 
link  between  company  environ- 
mental and  financial  perfor- 
mance illustrates  the  point  by 
setting  out  a number  of  potential 
“green”  corporate  benefits 


BENEFITS  OF  AN  ECOLOGICAL  APPROACH 


Go  green,  invest 
and  then  prosper 


r,  Edward  Alden  on  claims  that  Investing  in 
1 companies  that  care  about  the  environment  is  a 
!'*way  to  outperform  the  market 
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W Matthew  Kiernan  has 
experienced  the  cold 

K_ I shoulder  often  on  Wall 

Street  and  in  the  City 
of  London. 

The  head  of  Toronto-based 
Innovest  Strategic  Value  Advi- 
sors, Mr  Kiernan  has  spent  the 
last  three  years  trying  to  peddle  a 
controversial  idea  to  financial 
analysts  and  institutional  inves- 
tors: that  companies  that  care 
about  the  environment  outper- 
form those  that  do  not. 

“People  of  my  ilk  are  generally 
deemed  by  Wall  Street  and  the 
City  as  ephemeral,  woolly- 
minded,  granola-eating  types,”  he 
says.  “The  opposite  is  true.” 

Mr  Kiernan  is  part  of  a small 
but  growing  number  of  financial- 
ly-minded  environmentalists  who 
are  building  a compelling  case 
that  investing  in  companies  with 
strong  environmental  manage- 
ment is  a way  to  outperform  the 
broader  market  consistently  . 

In  a live  simulation  last  year 
conducted  by  Innovest  and  Mor- 
gan Stanley,  an  enhanced  index 
weighted  towards  companies 
with  strong  environmental  man- 
agement outperformed  the  Stan- 
dard & Poor's  500  by  nearly  2 
percentage  points.  A similar 
three-year  back  test  showed  a 


gain  of  nearly  314  percentage 
points. 

Innovest's  results  are  much 
like  those  of  other  environmen- 
tally-focused money  managers 
using  comparable  approaches. 

But  they  have  done  little  to 
thaw  the  frosty  reception  on  the 
street 

A UN  development  programme 
survey  last  year  of  US  financial 
analysts  and  chief  financial  offi- 
cers showed  that  environmental 
factors  barely  register  in  weigh- 
ing corporate  performance.  Only 
10  per  cent  of  analysts  reported 
they  had  criteria  for  including 
environmental  issues  in  their 
analyses. 

“The  gut  instinct  is  to  say  this 
Is  nonsense,  that  if  you  want  to 
buy  environmental  performance 
it  will  be  at  the  expense  of  finan- 
cial performance.1'  says  Mr  Kier- 
nan- That,  he  argues,  is  simply 
wrong.  Environmental  perfor- 
mance ratings  are  “a  potent, 
pregnant,  robust  proxy  for  supe- 
rior strategic  management,” 
which  translates  Into  stronger 
earnings  and  greater  shareholder 
value. 

The  scepticism  may  come  in 
pan  from  the  comparison  with 
socially  responsible  investment 
funds.  Those  funds,  which  are 


growing  rapidly  and  now  control 
nearly  $100bn  (£625m)  in  assets  in 
the  US,  exclude  certain,  compa- 
nies  from  their  portfolios  on  ethi- 
cal grounds,  particularly  eschew- 
ing companies  in  the  nuclear, 
armaments  or  tobacco  industries. 
Most  analysts  believe  that  adding 
such  ethical  criteria  distorts 
investment  decisions. 

Innovest  and-  others  taking  a 
similar  approach,  however,  do 
not  automatically  exclude  these 
companies.  Where  a socially 
responsible  fund  might  avoid 
mining  or  chemical  companies 
because  those  industries  are  gen- 
erally heavy  polluters,  Mr  Kier- 
nan argues  this  is  precisely 
where  an  environmentally-fo- 
cused approach  has  the  greatest 
value. 

An  example  he  cites  is  the  com- 
parison between  MobQ  Oil,  which 


recently  entered  a merger  agree- 
ment with  Exxon,  and  Unocal, 
both  large  US  petroleum  compa- 
nies. Standard  & Poor’s  regards 
them  as  virtually  identical  credit 
and  investment  risks,  but  accord- 
ing to  lnnovesfs  environmental 
risk  and  performance  ratings, 

’People  of  my  ilk  are 
generally  deemed  by 
Wall  Street  and  the 
City  as  ephemeral, 
woolly-minded, 
granola-eating  types’ 

Matthew  Kteman 

Head  of  Toronto-based  Innovast 

Strategic  Value  Advisors 


Mobil  is  far  the  superior  com- 
pany. Its  toxic  wastes  per  dollar 
of  revenue,  for  instance,  are  half 
those  of  Unocal 

Not  surprisingly,  Mr  Kiernan 
says.  Mobil  stock  has  far  outper- 
formed Unocal  during  the  past  10 
years,  and  particularly  during 
the  last  three  years  when  Mobil's 
environmental  rating  has 
steadily  improved. 

Linda  Descano,  senior 
vice-president  environmental 
affirirs  at  Salomon  Smith  Barney, 
the  US  investment  bank,  agrees 
that  “there  is  a growing  business 
case  for  the  link  between  envi- 
ronmental performance  and 
financial  performance.”  But  she 
says  that  most  people  on  the 
street  still  think  of  the  environ- 
ment as  an  ethical  issue  rather 
than  as  something  driving  busi- 
ness strategy. 

At  most,  analysts  will  acknowl- 


edge that  some  companies  with 
bad  environmental  records  face 
risks  of  liabilities  and  litigation. 
But  rarely  will  they  acknowledge 
that  a tetter  environmental 
record  may  translate  into  supe- 
rior performance,  she  says. 

Part  of  the  problem  Is  practical. 
Most  companies  don’t  gather 
environmental  data  in  a way  that 
Is  useful  for  analysts. 

Ralph  Earle,  who  heads  the 
Massachusetts  consulting  firm 
the  Assabet  Group,  says  that 
gathering  consistent,  objective 
information  to  compare  corporate 
environmental  performance  is 
exceedingly  difficult  To  be  useful 
for  Investors,  the  information 
must  be  available  promptly.  Two- 
year-old  date  on  toxic  emissions 
might  tell  you  little  about  the 
present  or  future  environmental 
performance  of  a company. 

Despite  widespread  scepticism. 


Mir  Kiernan  has  won  some  con- 
verts. Bill  Coughlin,  managing 
director  at  Delta  Capital,  says  the 
environmental  approach  “is  out- 
side Wall  Street’s  little  box,  their 
strategic  manual  of  how  to  ana- 
lyse companies.  But  times  are 
changing  so  rapidly  it  would  he 
ludicrous  to  ignore  anything,” 

The  biggest  hurdle  for  Innovest 
and  others  pushing  environmen- 
tally-driven investing  may  be  the 
perception  that  they  care  more 
about  the  environment  than  they 
do  about  money. 

Mr  Kiernan  says  his  goal  is  to 
make  money  by  exploiting  a link 
between  environmental  and  cor- 
porate performance  that  Inves- 
tors are  only  slowly  acknowledg- 
ing. “We  try  to  be  as 
empirically-driven,  as  non- ethi- 
cally-driven. as  we  can  be. 

“The  fact  that  we  hope  to  save 
the  planet  is  a byproduct” 


Financial  Times  Surveys 

UK  Middle-Market 
Companies 

Friday  March  12 

For  further  information  please  contact: 
Catherine  Mnrkey  in  Edinburgh 

Tel:  *44  131  220  1199 
Fax:  +44  131  220  1578 

email:  catherine.markcyfeFT.com 

or  H3j  Haffejee  in  London 
Tel:  +44  171  S73  4281 
Fdx:  +44  171  873  4862 
email:  haj.haHejee@FT.com 
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CONTRACTS  & TENDERS 


iMf  EXPLORATION  OPPORTUNITIES 
I?.  IN  INDIA : 

NEW  EXPLORATION  LICENSING  POLICY  - 1999 


Govt,  or  India  announces  offer  of  26  offshore  blocks,  12  deep- 
water blocks  and  10  onland  blocks  for  exploration  of  Oil  & Natural 
Gas-  Deep-water  blocks  are  offered  for  the  first  time  In  India. 
ONE  OF  THE  BEST  TERMS  ARE  ON  OFFER 

• The  povJbiliiy  of  seismic  option  in  first  phase.  • No  minimum 
expenditure  commitment.  sNo  signature,  discovery  or  product ion 
bonus.  • No  mandatory  Slate  panicipeiioa.  • Income  Tu  Holiday 
for  seven  years  from  sun  of  production.  • No  customs  duty  on 
import-.  • Biddable  cost  recovery  limit  upio  1004.  • Sharing  of 
profit  petroleum  bused1  on  pre-tax  investment  multiple  and  is 
biddable.  • Nominal  Royalty  rates.  • Fiscal  stability  provision  in 
the  comma,  • APeuoienm  Tax  Guide  IPTG)  is  in  place. 

For  biddable  items,  bid  evaluation  parameters  and  for  details 
of  infonitatiOR  available  log  on  to  httpV/www JgJthtdlaxoni 
RosdShows : High  level  delegation  headed  by  Minister  of  Petroleum 
St  Natural  Gas  along  with  senior  officials  of  the  Miniuiy  and  D.GJi 
would  make  presentations  followed  by  one  on  one  meetings  at  the 
following  places : 

• London  (UK| - 27th  to 29th  January,  1999.  •HoMton  (USA)  - 
1st  to  3rd  February,  1999.  • Calgary  (Canada)  - 4th  * 5th 
February.  1999.  ■ Perth  (Australia)  - 9th  & 10th  February,  1999. 

• Singapore  - Uth  & 12th  February,  1999. 

Contact  Persons  : • London  : Sandra. Shore  [441817807032] 

• Houston  : Jay  Gallagher  [I (7 1 3)995 1 764]  • Calgary  : Paul  Me 
Nabb  11(403)2633822]  • Perth  : David  todertOft.[618  947421 16] 

• Singapore : Ian  Cross  (65  2254166) 

For  further  details,  interested  companies  may  please  coman 
Directorate  General  of  Hydrocarbon*  (DGH^ 

4Ur  floor,  Hindustan  Times  Home, 

18-20,  Kusturba  GandM  Marg,  New  Delhi  - 110001  (India) 
Telephone  No.  (91-11)371 7627(4  Lines),  335  2617/18 
Facsimile : (91-11;  3352649/3317081 
E-mail : cbaudraOdghJtnietin 
Website:  fmp^ftrww.rigHnrite.rnm 
Bid  dosing  date  is  I8th  May,  1999- 


Open  for  business. 


Home  .vkI  Office  Sottwi'ir 

For  n tori'  i:ifr;irmjtion  ptYsr*' 
Tc!;  *44  171  S 72  3 >1-9 
F\n-.  4.:  171  873  4331 


CONTRACTS  & TENDERS 


TENDER  NO.  : 77/5295 


cup 


Mobarakeh  Steel  Company  intends  to  purchase  about  6,000  M/TON 
Aluminum  as  follows: 

3,000  M/T  Hemisphere  shape  diameter  50  MM; 

2200  M/T  wire  rod  12  MM  diameter;  and 
800  M/T  ingot 

Interested  bidders  may  obtain  a set  of  bidding  documents  by  the 
submission  of  a written  application  and  payment  of  non-refundable  fee  of 
USD  2,000  in  favour  of  Mobarakeh  Steel  Company,  through  Bank  Markazi 
Iran  account  No.:  138. 

All  bids  must  be  delivered  to  below  office  before  10/03/99. 

Mobarakeh  Steel  Company 

15  KM  SOUTHWEST  OF  MOBARAKEH 

P.O.  BOX  NO.  167,  ESFAHAN,  IRAN 

RAW  MATERIAL  AND  ENERGY  PURCHASING  DEPARTMENT 

FAX:  0098  31  32751 2 + 324324  TEL  NO.:  0098  3355  381 6 

MOBARAKEH  STEEL  COMPANY 
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BUSINESS  TRAVEL  HOTEL  CONSOLIDATION 


Building  up  foyer  power 


Gillian  Upton  looks  at  the  pros  and  cons  of  alliances  and  partnerships  as 
hotel  groups  shape  up  to  a business  that  is  increasingly  becoming  global 


Unlikely  as  it  may  seem, 
the  Trianon  Palace  in  Ver- 
i 3 smiles,  Daniel!  in  Venice, 
the  modem  Sheraton  at  Schiphol 
airport  and  the  glitzy  Phoenician 
resort  and  spa  in  Scottsdale,  Ari- 
zona, all  belong  to  the  same  hotel 
company.  Starwood  Hotels  & 
Resorts  has  650  hotels  in  73  coon- 
tries  and  is  the  world’s  largest 
hotel  group  by  market  capitalisa- 
tion. 

In  Los  Angeles,  three  very  dif- 
ferent properties  - the  three-star 
Country  Inn  hotel,  the  four-star 
Radisson  and  five-star  Regent  - 
share  the  same  owner.  All 
belong,  with  a nearby  TFI  Fri- 
day’s restaurant,  to  Carlson  Hos- 
pitality Worldwide,  which  has  550 
hotels  in  71  countries.  "We're 
conquering  the  world,  or  cer- 
.tainly  trying  to,”  says  Curtis  Nel- 
son! chief  executive  of  Carlson 
Hospitality 1 Worldwide. 

Starwood  and  Carlson,  with 
Bass  and  Marriott,  comprise  the 
four  biggest  global  hotel  chain*. 
Jnst  as  airlines  have  formed  alli- 
ances or  marketing  partnerships, 
so  the  world’s  hotel  chains  are 
following  suit 

The  aim  is- the  same:  to  achieve 
critical  mass  and  .economies  of 
scale.  Hotels,  lifcw  airlines,  can 
redace  unit  costs  by  centralising 
reservations  and  sales  offices. 


Moreover,  hotels  have  more  buy- 
ing opportunities  because,  unlike 
airlines,  they  are  not  burdened 
by  restrictive  ownership  laws.' 

The  trend  has  absorbed  many 
familiar  names.  Ritz-Carlton, 
Rama  da  and  Renaissance  now 

belong  to  Marriott:  Bass  Hotels  & 
Resorts  owns  Inter-Continental, 
Holiday  Inn  and  Crowne  Plaza. 
Starwood,  a relative  newcomer, 
scooped  up  Westin,  Sheraton  and 
Tumberry  in  Scotland.  After  33 
years  of  feuding.  Hilton  Interna- 
tional and  the  Hfiton  Corporation 
now  share  the  same  logo. 

But  what  does  it  mean  for  the 
business  traveller?  Consumer 
benefits  are  variable,  depending 
on  who  you  to  talk  to.  “Hotels 
can  get  their  brand  better  known 
across  the  market,  achieve  a 
wider  representation.  And  the. 
more  properties  In  their  reserva- 
tion system,  the  cheaper  each 
booking  is.  Bat  the  benefits  are 
not  strictly  there  for  the  con- 
sumer,” says  Andrew  Shaw,  asso- 
ciate director  at  BDO  Hospitality 
Consulting,  an  international 
hotel  consulting  group. 

Hotels  should  respond  better  to. 
customer  needs  because  their 
databases  should  be  far  more 
sophisticated:  the  feather  pillow 
you  prefer  should  be  on  your  bed 
on  arrival. 


■ Mr  Nelson  points  to  greater 
capital  expenditure  and,  in  Carl- 
son's case,  a tlbn  (£625m)  invest- 
ment in  technology,  including 
state-of-the-art  distribution  and 
direct-booking  systems.  "The 
Regent  hotel  group  alone  could 
never  have  afforded  that,”  he 
says. 

Arguably,  consumers  have  the 


‘More  competitive 
pricing  is  likely 
only  if  you  are  a 
big  travel  purchaser’ 


advantage  of  a one-stop-shop, 
particularly  on' bookings  for  a 
multi-city  trip.  “It’s  less  arduous 
because  you  have  fewer  people  to 
negotiate  with,”  says  Richard 
Cornwell,  head  of  UK  travel  at 
PwC,  the  international'  accoun- 
tancy firm.  This  -aim  applies  to 
consortiums. 

More  competitive  pricing  is 
likely  only  if!  like  PwC,  you  are  a 
big  travel  purchaser.  Without 
large  bookings  some  buyers  will 
not  see  any  benefits.  Tricing  is 
not  a benefit  when  you  became 
market  dominant;  companies 


usually  milk  that  dominance,” 
argues  Geoff  Parkinson,  manag- 
ing director  of  The  Christie 
Group,  hotel  consultants.  . 

Consumers  are  at  least  wises-  to 
their  bargaining  power,  particu- 
larly since  the  last  recession,  and 
can  always  rote  with  their  feet 
But  if  the  trend  continues  con- 
sumer choice  could  itiwinwh 

Hotel  consolidation  largely 
involved  US  groups,  but  Juergen 
Bart chief  executive  of  Hotel 
Group,  Starwood  Hotels  & 
Resents  Worldwide,  believes 
there  are-rich  pickings  in  Europe. 
“There  will  he  huge  consolida- 
tion. Thirty  per  cent  cf  hotels  in 
Europe  are  branded,  against  70 
per  cent  in  the  US.  It’s  all  about  a 
global  business.  Individual  hotels 
cannot  survive.”  . 

John  Wallis,  vice-president 
marketing  for  Hyatt  Interna- 
tional, one  half  of  the  world’s 
largest  privately-owned  hotel 
company,  sees  it  differently.  “We 
can  control,  the  product  and  give 
better  service  because  we  havB 
decentralised  management.  Each 
of -our  general  managers  is  called 
an  ‘inn-trepreneur1  «r>d  runs  the 
property  as  his  own.” 

Hyatt  Hotels  & Resorts’  184 
properties;  and  others  like  them, 
make  up  by  far  the  largest  num- 
ber of  hotel  properties  worldwide. 
They  have  responded  to  tougher 
competition  by  joining  consor- 
tiums, such  as  Best  Western.  . 


MANAGEMENT  MANUFACTURING 


Search  lor 


Inseacfs  awards  are 
aimed  at  shedding 
light  on  the  nature 
of  success,  says 

Peter  Marsh  : • 

In  most-  developed 
countries,  manufac- 
turing is  still  an 
Important  /economic  driving 
force  despite  tee  feet  that  It 
accounts  for  a decreasing 
share  of  Employment:  * 

..In  fields' such,  as  comput- 
ing, pharmaceuticals  and 
high-tech  areas  of  engineer- 
ing, the  sector  is  a focus  for 
a range  of  new  products.  In 
more  mature  areas  such  as 
chemicals,  established  com-, 
panics  face  Increasing  com- 
petition from  •.Industry 
entrants,  for  instance  from 
south-east  Asia.  ■ 

• The -challenges  faced  by 
companies  across  the  manu- 
facturing spectrum  are  being 
investigated  over  the  next- 
few  months-  by  Iimeari,  the 
international  business 
school-based  in  France,  as 
part  of  its  work  on  what 
Tmikop  for  manufacturing 
success: 

The  business  school  wants 
European  companies  to 
enter  for.  awards  due  to  be 
made  later  this  year.  The 
awards  will  be  based  on  per- 
formance in  areas  such  as 
product- development,  new 
processes  and  companies’ 
use  of  Information  technol- 
ogy. - 

Insead  began  organising 
annual  Industrial  awards 
flve  years  ago.  Initially  .these 
involved  French  companies; 
German  companies  were 
brought  in  three  years  agp. 

• Winners  have  included . 
divisions  nf -the  following 
Companies  -operating  in 
Fmoce  or  Gennany: Schnei- 
der, the.  French  electrical . 
equipment  company;  Britax, 
a UK  maker -of  car  mirrors; 
Johnson  Controls,  the  US 
vehicle-seating  maker,  and 
Alstom,  , tiie  Anglo-French 
heavy  engineering’ concern. 

This  year,  for  the.  first 
time,  manufacturing  compa- 
nies operating  in  Hue  UK  and  - 
other- parts  of  Europe  are 


} 


being  invited  to  participate. 
Entrants-  have  to  fill  in  a 
. questionnaire,  the  details  of 
which  will  be  kept  confi- 
dential. These  will  be  exam- 
ined by  insead  staff,  and,  by 
the  end  of  March,  the  busi- 
ness school  will  draw  up  a 
shortlist  of  promising  com- 
panies. 

These  companies  will  then  ’ 
receive  visits  from  Insead 
experts  ifl  the  school's  Cen- 
tre for  Integrated  Manufac- 
turing and  Service 
■.Operations.  . ■.■  . . 

They  will  talk  to  company 
employees  about  areas  such 
as  links  with  suppliers,  the 
extent  to  which  the  manu- 
facturers adopt  service-based 
strategies  in  adding  value  to 
their  products  and  helping 
customers,  and  ways  to 
encourage  workers  to  come 
up  with  ideas  to  Improve 


Companies  on  the 
shortlist  will  be 
given  detailed 
feedbapk  by 
Insead  staff  £ 

their  company’s  Competitive- 


Companies  on  the  shortlist 
will  be  given  detailed  feed- 
back by  the  Insead  staff, 
enabling  them  to  compare 
their  performance  and  strat- 
egies with  those  of  compara- 
ble businesses.  ■ 

-Those  that  succeed  In  get- 
ting that  far  in  the  project 
should  benefit  from  ideas 
they  pick  up  from  some  of 
the  world’s  leading  manufac- 
turing concerns.  Awards  in  a 
variety  of  areas  win  be  pres- 
ented In  the  summer. 

More  information  can  be 
obtained  from  John  Chappell, 
CIMSO  prefect  coordinator 

tel  00  3S1  6072  4387  or  fia  oo 

331  6074  5500.  The  question- 
naire and  other  details  about, 
the  programme  are  available  « 
on  btsead's  internet  vxbsitA 
or.  http://www.in- 
seatLfrl  CIMSO/. 


Prfreopportuntty:  for  Hie  first 

Aa  UK  and  other  pate  of  ^aopaoan  take- part*1* 
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ANTWERP 

Ivo  van  Hove  stages  a new 
production  of  Luki  for  Flanders 
Opera  on  Wednesday,  with 
Conslance  Hauman  In  the  title 
rate.  Bernhard  Kootarsky 
portducte-  After  five  performances 
in  Antwerp,  the  production  moves 
to  Ghent  on  February  13. 

PARIS 


Pompidou  celebrates 
the  work  of  David  •; 
Hockney  (rfgh$  in  an 
exhtoftion  running 
from  Wednesday 
until  April  28.  “David 
Hockney: 


studies  Ws  approach  tp 
landscape  painting  arcs  toe 
1960s.  it  includes  two  vast  new 

panoramas  of  the  Grand  Canyon. 


HOUSTON 

On  Friday  the  Houston  ©and . 
Opera  mounts  its  first  production 
of  Stephen  Sondheim's  A Little 
Music.  The  starry  cast  - 
includes  Frederica  von  State, 
Evelyn  Lear  and  Thomas  AHen. 
The  show  runs  at  Wortham  ■ • 
Center  until  February  14. 

ZURICH 

The  Russian  contribution  to 

v modem  at  in  the  first  two 

decades  of  the  20th 

• century  has  been 
I documented  in  countless 
. / exhibitions.  But  the 

’/  Kunsthflus's  flhaqafl, 

Kandinsky,  Malevich  and 
the  Russian  avant-garde"  is 
different  It  presents  90  pictures 
that  were  discovered  in  provtnciaJ 
museums  after  perastraka  and  - 
have  never  been  seen  in  the 


West  The  show  opens  on  Friday 
and  runs  unta  April  25. 

FORT  WORTH 

An  axHbition  juxtaposing  works 
by  Mafesa  and  Picasso  (above. 


left  and  right)  opens  at  the 
Kim  be! I Art  Museum  on  Sunday. 
The  atm  ts  to  document  the 
rivalry,  bom  of  mutual  respect,  of 
two  geniuses  of  modem  art  in 
the  years  of  their  maturity.  Fort 


Worth  is  the  only  venue  for  this 
unusual  show. 

LONDON 

Pina  Bausch  (right) 
and  her 
Tanztheater 
Wuppertal  retun 
to  London  after 
17  years  with  a 
four  day  visit  to 
Stecfier's  Wells, 
starting  on 
Wednesday.  On  the 
btS  is  VSctor.  a heavy- 
wBjght  but  rewardng  piece  for 
serious  dance-theatre  Ians. 

The  National  Gallery  is 
mounting  toe  first  exhibition 
outside  France  to  bring  together 
Ingres’s  painted  and  drawn 
portraits.  Mast  of  his  best-known 
works  are  included,  among  them 
a rare  loan  from  the  Frick  in  New 


York.  The  show  opens  on 
Wednesday  and  moves  to 
Washington  in  May. 

The  Queen's  GaSery  at 
Buckingham  Palace  is 

devoting  an 
exhibition  exclusively 
to  King  Charles !. 

Dozens  of  images, 
inducing  the  famous 
but  rarely  seen  Van 
Dyck  triple  portrait,  go 
on  show  from  Friday 
unfl  May  3. 

British  theatre  guru  Peter  GW 
has  both  written  and  directed  his 
latest  play.  Certain  Young  Men, 
which  opens  at  the  Almeida 
Theatre  on  Wednesday. 

Anew  version  of  Ostrovsky’s 
play  The  Forest  by  ptaywnghi  and 
dractor  Alan  Ayckbourn  opens  at 
toe  Lyttelton  Theatre  on  Thuaday. 
Anthony  Page  directs;  toe  cast  is 


ted  by  Michael  Feast,  Frances  ds 
la  Tour,  and  Michael  WBtams. 

WINNIPEG 

The  Winnipeg  Symphony 
Orchestra's  new  music  festival 
starts  on  Friday  and  runs 

throughout  the  following  week. 

In  toe  opening  and  dosing 
concerts  at  Manitoba  Centennial 
Concert  Hall,  Brantwefl  Tovey 
conducts  works  by  Gavin  Bryars 
and  Christopher  Rouse,  who  is 
this  year's  featured  composer. 

AMSTERDAM 

The  Nethertands  Opera's  new 
Carmen  shodd  be  worth 
watching,  if  only  to  see  how  young 
German  stage  dractor  Andress 
HomoW  views  the  title  rate  (sung 
by  Carman  Oprteanu).  Edo  de 
Waart  conducts,  and  the  first  night 
at  the  Mudektoeater  ts  Thursday. 


J The  everyday 
treasures  of 
ordinary  folk 

At  the  Museum  of  Collectors,  Ralph  Rugoff 
explores  what  triggers  the  lust  for  possession 
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No  one  really  knows  what  moves 
the  gears  in  a collector's  bean.  But 
whether  it  is  simply  aesthetic 
whim  or  a displaced  desire  for  that 
ultimate  lost  object,  mummy’s 
breast,  it’s  a truism  that  collectors 
will  collect  virtually  anything. 
Think  of  an  object  no  matter  how 
unprepossessing  - toilet  paper, 
shoe  laces,  soda  cans  - and  it's  safe 
to  assume  that  someone  out  there 
has  accrued  a choice  selection  of 
representative  samples. 

Nor  is  the  inspired  collector  nec- 
essarily limited  to  physical  arte- 
facts: several  years  ago,  Sotheby's 
auctioned  off  a Soviet  lunar  vehicle 


The  owner  of 
Napoleon’s  penis  can 
comfortably  assume 
that  he  possesses  a 
one-of-a-kind  object 
- although  hardly  one 
to  be  hung  on  the 
living-room  wall 

left  behind  on  the  moan.  Its  $68^506 
price  tag  did  not  include  delivery 
charges,  so  its  new  owner  could 
only  peer  at  bis  possession  through 
a telescope,  perhaps  experiencing  a 
metaphysical  thrill  at  the  idea  of 
owning  something  he  could  never 
lay  hands  on. 

Concentrating  on  more 
down-to-earth  examples,  the 
Museum  of  Collectors,  a temporary 
installation  at  the  Bargehouse  on 
London’s  South  Bank,  showcases 
the  everyday  treasures  of  ordinary 
folk.  While  perusing  other  people's 
hobbies  rarely  makes  for  gripping 
entertainment,  the  museum's  cura- 
tors have  created  a lively  and  visu- 
ally appealing  exhibition  that 
sheds  light  not  only  on  the  surpris- 
ing range  of  items  which  people 
collect,  but  also  on  the  reasons 
they  do  so.  The  curators  have  also 
worked  with  this  intriguing  collec- 
tion of  collectors  to  present  their 
possessions  in  ingenious  ways. 

As  you  walk  up  the  stairs  to  the 
first-floor  galleries,  a superb  selec- 
tion of  tangerine  tissue  wrappers 
hanpg  from  the  underside  of  the 
stairwell  above.  Stirring  gently  like 
gaily-coloured  banners,  their  ele- 
gant designs  evoke  abstract  heral- 


dic emblems  from  an  international 
parliament.  And  in  a room  filled 
with  dozens  of  plastic  glow-in-the- 
dark  monsters,  the  house  lights 
repeatedly  fade  to  black,  plunging 
the  viewer  into  an  eerie  darkness 
punctuated  by  the  dim  glow  of 
phosphorescent  creatures. 

There  are  more  curious  contem- 
porary ephemera  elsewhere:  a col- 
lection of  rejection  letters;  a poi- 
gnant assortment  of  vinyl 
Romanian  carrier  bags,  embla- 
zoned with  glossy,  kitsch  visions  of 
the  good  life  as  well  as  English 
words  such  as  “Shopping'',  “True 
Love”  and  “Family”.  And  yes, 
there  are  soda  cans  on  display, 
including  samples  of  Biker  Cola 
and  bubblegum-flavoured  Hubba 
Bubba  - which,  judging  by  its 
unappetising  package,  is  probably 
safer  to  collect  than  to  imbibe. 

Beside  each  collection  the  cura- 
tors have  placed  brief  yet  revealing 
statements  from  the  individual 
lenders.  Rather  than  suggest  a 
common  motivation,  these  betray  a 
striking  diversity  of  motives  that 
win  confound  the  theories  of  sin- 
gle-minded psychologists.  ■ 

One  woman  complains  that  she 
began  collecting  only  as  a favour  to 
her  mother,  who  was  herself  an 
avid  collector  and  had  no. 'more 
space,!  Another  maintains  that  her.  • 
storehouse  of  electrical  insulators 
makes  a stunning  conversation 
piece,  noting  that  “few  people  can 
resist  an  invitation  to  come  up  and 
see  my  insulators." 

The  man  who  treasures  plastic 
monsters  does  so  out  of  nostalgia 
for  the  “happier  days”  before  his 
father’s  death  and  his  own  serious 
Alness;  nostalgia  for  a mare  inno- 
cent era  drives  another  man  who 
collects  tin  noise-makers. 

A somewhat  frightening  display 
of  orgiastic  groups  of  Care  Bears, 
meanwhile,  .serves  to  remind  us 
that  at  some  latent  juncture,  sexu- 
ality and  collecting  seem  to-  cross 
wires.  The  lust  for  possession  inev- 
itably gives  off  a scent  of  displaced 
sexual  desire,  and  collections  of 
stuffed  animals  in  particular  fre- 
quently evince  a harem-like  aura, 
as  though  these  pampered  objects 
were  so  many  slumbering  concu- 
bines. patiently  awaiting  the  gaze 
and  touch  of  their  master. 

A hot-pink  shrine  filled  with  • 
Dolly  Parian  memorabilia  strikes  a 
similar  note  of  barely  repressed 
hysteria.  The  highlight  here  is  a 
piece  of  carpet  from  Dolly's  Nash- 
ville home,  which  is  displayed  in 


Hundreds  of  snow  domes:  other  coRections  include  glow-in-the-dark  plastic  monsters  and  tissue  tangerine  wrappers 


its  own  pink  vi trine  like  a holy 
relic  from  the  cult  of  celebrity 
worship. 

While  it  may  seem  odd  or 
pathetic  to  preserve  such  scraps, 
the  underlying  impulse  is  basically 
no  different  from  the  collecting 
practices- of  many  institutions.  The 
Richard  M.  Nixon  Museum  in 
Yprba  Linda,  California,  conspicu- 
ously showcases  items  such  as  the 
former  president’s  old  tennis  shoes, 
a “Dear  Dick"  note  from  the  back 
of  his  high  school  yearbook,  and  a 
poker  hand  Nixon  held  while  in  the 
Navy.  The  remarkable  in  cons  e- 
quentiality  of  these  items  - all  of 
which  are  mounted  under  glare- 
proof  glass  and  dignified  with 
explanatory  texts  - makes  it  clear 
that  nothing  is  so  lowly  that  it 
cannot  be  redeemed  by  the  Nixon 
aura. 

This  kind  of  collecting  goes  back 
to  the  tradition  of  religious  relics, 
and  the  notion  that  a sacred  fig- 
ure’s personal  energy  can  be  trans- 
ferred into  an  object.  Medieval 
churches  once  exhibited  the  finger- 
nails and  bones  of  saints,  and  the 
market  for  celebrity  body  parts  has 
continued  Into  our  own  time. 


There  is  a persistent  rumour  that 
gangster  John  Dfllinger’s  penis  lies 
squirrelled  away  in  a back  pocket 
of  the  Walter  Reade  Army  Hospital 
Museum  in  Bethesda,  Maryland. 
Autopsied  slices  of  Napoleon  Bona- 
parte. meanwhile,  at  one  time 
belonged  to  scattered  collections  in 
England  and  France,  while  the  gen- 
eral's privates  eventually  ended  up 
in  the  hands  of  Dr.  John  Lattimere, 
the  former  chairman  of  the  urology 
department  at  a New  York  medical 
schooL 

Though  hardly  an  item  you 
would  care  to  hang  over  your  liv- 
ing room  couch,  it  makes  a certain 
perverse  sense  once  you  consider 
the  idea  that  collections  are  exten- 
sions of  ourselves.  In  addition,  the 
owner  of  Napoleon's  penis  can 
comfortably  assume  that  he  pos- 
sesses a one-of-a-kind  object.  In  a 
world  of  reproductions,  such  know- 
ledge buttresses  one’s  sense  of  indi- 
viduality, and  for  many  serious  col- 
lectors this  is  a crucial  concern. 

At  The  Museum  of  Collectors, 
however,  the  overwhelming  major- 
ity of  collectibles  are  mass- 
produced  and  inexpensive  com- 
modities. Lacking  any  pretense  of 


rarity,  the  only  curious  thing  about 
them  is  that  they  were  saved  at  aH 
Indeed,  one  leaves  the  museum 
marvelling  at  the  fidelity  of  vari- 
ous collectors  to  the  disposable 
knick-knacks  they  have  rescued 
from  oblivion.  Candy  meant  to  be 
wolfed  down  has  been  lovingly 
immortalised  in  an  impressive  dis- 
play of  global  confections.  Zoo 
guides  and  postcards,  designed  to 
be  used  once  and  tossed  away, 
have  been  carefully  conserved  and 
recycled  as  historical  artefacts. 

With  trends  being  devoured  at 
accelerating  rates  and  the  life  span 
of  objects  growing  ever  shorter,  the 
desire  to  hold  on  to  such  things,  to 
create  tiny  islands  of  permanence 
in  an  impermanent  world,  seems 
understandable  enough.  Such  col- 
lections are  the  folk  art  of  con- 
sumer society,  and  they  may  well 
prove  to  be  the  most  revealing 
medium  of  our  time. 

The  Museum  of  Collectors  (0171  401 
2255)  Is  at  the  Bargehouse,  torn  Tower 
Wharf,  Bargehouse  Street,  SCI;  open 
Wednesday-Frlday,  1 -730pm  and  Sat- 
tmtey-Sunday,  l2-730pm,  until  March 
6.  Admission  is  tree. 


MUSIC  SAN  FRANCISCO  SYMPHONY 

A good  band 
without  the  glitz 


Judging  by  the  mounds  of 
publicity  preceding  the  San 
Ftancisco  Symphony 
Orchestra’s  latest  European 
tour,  you  would  think 
Michael  Til  son  Thomas  was 
California’s  musical 
Messiah.  In  fact,  as  anyone 
who  heard  this  orchestra  in 
the  early  to  mld-dQs  will 
know,  it  was  already  a fine 
instrument  before  Tilson 
Thomas  took  over.  All  it 
lacked  was  New  World  glitz, 
the  very  quality  yon  would 
have  thought  he  would 
bring.  But  if  there  was  one 
factor  missing  in  last 
Thursday’s  concert  at  the 
Barbican,  it  was  the  kind  of 
upfront  virtuosity  US 
orchestras  usually  display 
when  they  cross  the 
Atlantic. 

As  its  performances  of 
Ives’s  Three  Places  in  Neve 
England  and  Prokofiev’s 
Fifth  Symphony 
demonstrated,  this  orchestra 
has  a deceptively 
understated  personality.  The 
sound  remains  dean, 
well-moulded  and 
impeccably  balanced,  with 
no  section.  least  of  all  the 
brass,  outgunning  the 
others  - virtues  bequeathed 
by  Tilson  Thomas’s 
predecessor,  Herbert 
Blomstedt,  whose  invaluable 
contribution  seems  to  have 
been  sphtdoctored  out  of 
the  SFSO  history  book. 

This  is  an  orchestra  which 
has  long  learned  to  listen  to 
itself.  What  it  needs  now  is 
a more  mature  sense  of 
characterisation,  of  the  type 
that  makes  the  music  leap 
off  the  page  and  smack  you 
with  its  originality  and 
inescapable  importance. 

If  the  sound  belied  the 
much-vaunted  Tilson 
Thomas  makeover,  so  did 
the  repertoire. 
Notwithstanding  this 
conductor’s  claim  to  be  a 
musical  explorer,  file  most 
“modern"  work  on  the 
programme  was  written  by 
a Dead  White  American 
Male  nearly  a century 
ago  - hardly  a mascot 
for  an  orchestra  from  “the 
most  progressive  American 
city". 

But  it  seems 

curmudgeonly  to  complain 
when  Ives’s  open-air 
triptych  was  performed  with 
such  an  Alumina  ting  mix  of 
confidence  and  sensitivity. 
The  congestion-prone 
climaxes  in  the  opening 
movement  had  the  same 
impressionistic  clarity  as 


the  more  poetically 
distanced  effects.  In 
"Putnam's  Camp".  TUsod 
Thomas  held  the  tangle  of 
competing  march  rhythms 
on  the  cusp  between  order 
and  chaos,  while  the 
shifting  chromatics  of  the 
finale  were  despatched  with 
unforced  elegance. 

So,  too,  were  the 
accompaniments  In  an 
otherwise  over-sophisticated 
reading  or  the  Mendelssohn 
Violin  Concerto  by  Gil 


If  the  sound 
belied  the 
much  vaunted 
Tilson  Thomas 
makeover,  so  did 
the  repertoire 

Shaham,  whose  choice  of 
extreme  tempo  and 
dynamics  ended  up 
smothering  the  music's 
lyrical  simplicity. 

After  the  interval,  die 
Prokofiev  symphony 
sounded  surprisingly 
low-voltage.  Some  of  the 
blame  may  be  attached  to 
the  Barbican  acoustic, 
which  wasted  the 
orchestra’s  richly  discordant 
brass  choirs.  A more  likely 
cause  was  Tilson  Thomas's 
reluctance  to  explore 
contrasts  of  mood,  opting 
for  epic  spaciousness  at  the 
expense  of  mystery, 
expectancy  and  Cossack  Ore. 
For  all  the  controlled  agility 
of  scherzo  and  finale,  the 
playing  lacked  wit, 
piquancy,  waspishness, 
especially  in  the 
all-important  woodwind 
parts.  And  the  slow 
movement  proved 
emotionally  weightless. 

Perhaps  that  is  the 
trade-off  for  Tilson 
Thomas's  boyish  gravitas. 

He  may  have  improved  the 
orchestra’s  fluency  and  done 
wonders  for  its  image,  but 
on  this  evidence  he  has  yet 
to  give  it  the  multi-layered 
depth  of  personality  that 
distinguishes  its  East  Coast 
rivals. 

Andrew  Clark 


SFSO  European  tom  continues 
tn  February  9,  sponsored  by 
VISA. 


Tttson  Thomas  in  works  by 

INTERNATIONAL  Bernstein  and  Mahler;  Jan  28 
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Guide 

^j'1  AMSTERDAM 
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OPERA 

Netherlands  Opera 
Te/;  31-20-55?  8911 
Carmen:  by  Bizet  New  staging 
by  Andreas  Homote.  conducted 
by  Edo  de  Waart  Cast  inludes 
Carmen  Oprisanu:  Jan  28 

ANTWERP 

OPERA 

Flanders  Opera 
Luke  by  Beig.  Conducted  by 
Bernhard  Kontaraky  in  a new 
staging  by  hro  van  Hove,  writh 
Constance  Hauman  in  the  otie 
rote;  Jan  27  

BARCELONA 

CONCERTS 

Palau  de  la  Mustca  Catalan* 

| Tel:  34-93-268  1000 

T m Cleveland  Orchestra: 

1 conducted  by  Chri^ofJ  von 

Dohnanyi  in  works  by  Beethoven 
and  Stravinsky,  with  woftn 
soloist  Frank  Peter  Zimmerman. 

• San  Francisco  Symphony 
Orchestra:  conducted  by  Michael 


BERLIN 

OPERA 

Deutsche  Oper 
Tel:  49-30-34384-01 
0 Die  ZauberfKSte:  by  Mozart 
Conducted  by  Jiri  Kout  in  a 
staging  by  Gunter  Kramer,  with 
designs  by  Andreas  Reinhardt; 
Jan  27 

• Manon:  by  Massenet 
Conducted  by  Sebastian 
Lang- Lessing  in  a staging  by 
Oesare  Lievi;’  Jan  28 

CHICAGO 

OPERA 

Lyric  Opera  of  Chicago 

Tet  1-812-832  2244 

www.fyrjcopGm.org 

0 Mefistofete:  by  Boito.  Gydrgy 
Gyfirivdnyi  Rath  conducts  a 
revival  staged  by  Peter 
McClintocK-  Samuel  Ramey  sings 
the  tide  role;  Jan  25,  30 

0 Rom6o  et  Juliette:  by 
Gounod.  Conducted  by  John 
Nelson  In  a staging  directed  by 
Nicolas  Joel.  The  cast  stars 
Roberto  AJagna  and  Angela 
Gheorgkr:  Jan  26, 29 

HOUSTON 

theatre 

Houston  Grand  Opera, 

Wortham  Center 
Tel:  1-713-2272787 
MWwJjgo.com 
A Little  Night  Music:  by 
Sondheim.  Grant  Geishon 
conducts  a production  by 
Michael  Leeds,  with  a cast 


including  Frederica  von  Stade, 
Thomas  AHen  and  Sheri 
Greenawald;  Jan  29,  30 

LONDON 

DANCE 
Sadler's  WeUs 
Tel:  44-171-863  8000 
Tanztheater  Wuppertal  Pina 
Bausch:  Viktor.  Long-awaited 
return  to  London  by  the  Pina 
Bausch  company,  which  is 
celebrating  its  25th  anniversary. 
With  designs  by  Peter  Pabst  and 
a score  including  jazz,  folk  and 
classical  music;  Jan  27,  28,  30 

EXHIBITION 
Royal  Academy  of  Arts 
Tel:  44-171-300  8000 
Monet  in  the  20th  Century: 
arriving  in  London  from  Boston, 
this  exhibition  brings  together 
late  works  by  the  founder  of 
Impressionism.  The  80  paintings 
on  display  include  Important 
public  and  private  loans, 
culminating  In  a group  of  seven 
of  the  monumental  water  lily 
panels  which  were  the  triumph  of 
his  career.  Also  included  are 
paintings  of  London  and  Venice; 
to  Apr  18. 

LOS  ANGELES 

OPERA 

L A Opera,  Dorothy  Chandler 
Pavffion 

Tat  1-213-972  8001 
wwwJaopera.org 
Madams  Butterfly:  by  PucdnL 
Conducted  by  Marco  Guidarini 
and  directed  by  Christopher 
Harlan.  With  a cast  Including 
Yoko  Watanabe,  Richard  Leech 


and  John  Atkins;  Jan  26.  28 

LYON 

OPERA 

Opera  National  de  Lyon 
Tel:  33-4-7200  4500 
Zeimira:  by  Rossini.  Conducted 
by  Maurizio  Benin!  in  a staging 
by  Yannis  Kokkos,  with  a cast 
including  Marieila  Devia; 

Jan  27,  30 

MADRID 
CONCERT 
Audftorfo  National 
Tel:  34-1-337  0100 
Cleveland  Orchestra:  conducted 
by  Christoph  von  Dohn&nyi  in 
works  by  Schnittke,  Bartdk  and 
Schubert;  Jan  28 

MUNICH 

CONCERTS 
PhflharmorWe  Gasteig 
Tel:  43-89-5487  8181 
0 Symphonleorchester  des 

Bayerischen  Rundfunks; 
conducted  by  Lorin  Maazel  in 
works  by  Mozart  and  Bruckner, 
with  piano  soloist  Murray 
Perahia;  Jan  27, 30 
• Vienna  Symphony  Orchestra: 
conducted  by  Vladimir  Fedosejev 
iri  wort's  by  Mozart,  Mussorgsky 
and  Borodin.  WTth  mezzosopranD 
Marjana  Lipovsek;  Jan  25 

OPERA 

Bayerische  Staatsoper 
Tel:  49-89-2185  1920 
www.staatstheaterJ3ayBm.de 
Lohengrin:  by  Wagner.  Peter 
Schneider  conducts  a staging  by 
Gotz  Friedrich.  Cast  includes 


Adrtanne  Pieczonka  and 
Waltraud  Meier;  Jan  27.  30 

MURCIA 

CONCERT 

Auditorto  y Centro  de 

Congresses 

Tel:  34-968-341  060 

San  Francisco  Symphony 

Orchestra:  conducted  by  Michael 

Tilson  Thomas  In  works  by  Ives, 

Bernstein  and  Prokofiev;  Jan  25 

NEW  YORK 

CONCERTS 

Avery  Fisher  Hall,  Lincoln 
Center 

Tel:  1-212-876  5030 
www.Bncolncenter.org 
0 London  Symphony  Orchestra: 
conducted  by  Colin  Davis  in 
works  by  Beethoven  and  Bgar; 
Jan  25. 26 

• New  York  Philharmonic: 
conducted  by  Andre  Previn  in 
works  by  R.  Strauss;  Jan  27,  28, 
29,30 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  1-212-362  6000 

wvrw.metopeia-org 

Werthen  by  Massenet  Donald 
Runnictes  conducts  a staging  by 
PauhEmite  Deiber.  Cast  includes 
Thomas  Hampson;  Jan  27 

PARIS 

CONCERTS 
Salle  Pfeyel 
Tet  33-1-4561  6589 

• Cleveland  Orchestra: 
conducted  by  Christoph  von 


Dohnanyi  in  works  by  Beethoven 
and  Stravinsky,  with  violin  soloist 
Frank  Peter  Zimmerman; 

Jan  30 

• Orchestra  de  Paris: 
conducted  by  Neeme  JSrvi  in 
Orff's  Carmine  Burana; 

Jan  27.  28 

ROME 

EXHIBITION 

Palazzo  dalle  Esposizioni 
Tel:  39-06-474  5903 
Poussin:  Earty  Years  in  Rome. 
Display  of  41  works  produced 
between  1624  and  1628.  The 
centrepiece  is  The  sacking  of 
the  temple  in  Jerusalem  by  Titus’ 
(1925/6).  commissioned  by  the 
Barberinl  family  and  rediscovered 
by  Danis  Mahon,  the  show's 
curator.  Indudes  important  public 
and  private  loans  from  Europe 
and  toe  US;  to  Mar  1 

SAN  FRANCISCO 

CONCERT 

Davies  Symphony  Hall 
Tel:  1-415-864  6000 
www.sfsymphony.org 
Jean-Yves  Thlbaudet  recital  by 
toe  pianist  of  works  by  Debussy. 
Rachmaninov  and  Liszt  Jan  30 

TOKYO 

CONCERTS 
Suntory  Had 
Tel:  81-3-3584  9999 

• NHK  Symphony  Orchestra: 
conducted  by  Stanistew 
Skrowaczewski  in  worte  by 
Beethoven,  Chopin  and 
Lutoslawskl,  with  piano  soloist 
Bella  Davidovich;  Jan  28 


• Tokyo  Metropolitan  Symphony 
Orchestra:  conducted  by  Naoto 
Ohtomo  in  works  by  Minoru  MM; 
Jan  25 


TURIN 

EXHIBITION 
Bibfioteca  Reale 
Tel:  39-011-545303 
Leonardo  drawings:  12  works 
from  the  library's  collection,  on 
display  in  their  new 
air-conditioned  and  fireproof 
home.  Includes  preparatory 
sketches  for  "The  Virgin  of  the 
Rocks’  and  nude  studies. 
Advance  booking  necessary;  to 
Jan  31 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• CNN  International 
Monday  to  Friday,  GMT: 

06*30:  Moneytine  with  Lou  Dobbs 
13.30:  Business  Asia 

19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

0 Business/Market  Reports: 
05.137;  06:07;  07:07;  0820;  0920; 
1020;  1120;  11:32;  1220;  1320; 
14:20. 

At  0820  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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Global  ghetto  or 
regional  bridge? 


The  Middle  East 
seems  in  suspense 
about  the  results  of 
the  Israeli  elections 
in  May.  Who  would  dare  risk 
a prediction? 

It  Is  too  early  to  dismiss 
Benjamin  Netanyahu,  prime 
minister  and  leader  of  Likud, 
despite  very  low  opinion 
polls  and  his  unpopularity 
Within  his  own  party.  He 
may  have  lost  his  most  loyal 
friends  and  allies  by  failing 
to  demonstrate  any  sense  of 
loyalty  to  Ideas  or  people, 
but  he  has  the  survival 
Instincts  of  a veteran  politi- 
cian and  still  plenty  of  fight- 
ing spirit  left. 

Also  playing  in  Mr  Netan- 
yahu's favour  is  the  demo- 
graphic. evolution  of  Israel. 
Sephardic  Jews,  ultra- 
orthodox communities  and 
Russians  appear  to  be  mare 
numerous  than  ever,  and  are 
helping  to  reinforce  the 
sociological  basis  of  conser- 
vatism. 

it  is  a shift  that  belies  the 
economic,  cultural  and  phys- 
ical appearance  of  IsraeL 
Even  during  the  sabbath. 
Jerusalem,  the  most  reli- 
gious city  in  Israel,  gives  the 
Impression  of  being  an  ele- 
gant and  dramatic  part  of 
California.  The  Museum  of 
Cinema,  controlled  by  the 
conservative  municipality, 
opens  on  Friday  night  Gay 
bars  have  recently  opened 
not  far  from  the  ultra- 
orthodox  district  of  Mea- 
Shearim. 

Visiting  the  sophisticated 
Israel  Museum  in  Jerusalem, 
or  strolling  around  the 
rooms  dedicated  to  Modem 
Design,  one  feels  very  far 
from  the  Middle  East  indeed. 

By  their  body  language, 
their  level  of  spending  (if  not 
affluence),  their  tastes  (if  not 
their  daily  behaviour),  and 
their  important  contribution 
to  high  technology  indus- 
tries, Israelis  are  more  than 
ever  part  of  the  “global  vil- 
lage”. 

Against  this  appearance  of 
modernity,  the  most  reli- 
gious elements  of  society  are 
fighting  a rearguard  battle 
with  the  help  of  the  electoral 


The  responsibility  to  secure  peace  iri  the 
Middle  East  rests  primarily  with 
Israel's  political  leaders 


system  which  makes  them 
more  powerful  than  their 
absolute  numbers. 

Whatever  the  depth  and 
seriousness  of  its  ideutity 
crisis,  Israel  is  more  western 
than  ever.  Israelis  may  redis- 
cover the  complexities  of 
their  Jewish  identity  but 
they  do  so  in  a context  domi- 
nated by  globalisation. 

Ehud  Barak,  leader  of  the 
Labour  party,  has  to  his 
advantage  the  fact  that  most 
Israelis  still  support  the 
peace  process.  Mr  Barak's 
credibility  has  increased  in 
the  past  few  weeks. 

Both  Likud  and  Labour  face 
the  challenge  of  centrists, 
led  by  General  Amnon 
Lipkin-Shahak.  a former 
army  chief-of-staff,  and 
joined  by  Yitzhak  Morde- 
chai.  who  was  sacked  as 
defence  minister  by  Mr 
Netanyahu  on  Saturday. 

As  for  the  Arab  world,  tbe 
balance  of  power  is  shifting, 
even  though  no  single  coun- 
try is  yet  willing  to  take  the 
leadership  role.  The  end  of 
the  cold  war,  the  Gulf  war 
and  the-dramatic  Tall  In  the 
price  of  oil  are  creating  a 
new  regional  equilibrium. 

Four  countries  emerge  out 


of  this  morass. 

Egypt,  whose  economy  is 
doing  much  better,  could 
play  a leadership  role,  but 
does  not.  It  Is  too  pre-occu- 
pied  with  the  growing  influ- 
ence of  Islamic  fundamental- 
ists within  its  own  borders 
and.  to  tbe  south,  in  Sudan. 

Iran,  slowly  emerging 
from  its  Islamic  revolution- 
ary phase,  is  beginning  to 
take  centre  stage  as  a result 
oT  the  self- 

marginalisation  of  Iraq. 
Saudi  Arabia  has  abandoned 
any  idea  of  playing  a domi- 
nant role,  obsessed  as  it  is 
by  money  worries  and  its 
own  security  and  stability. 

Lastly,  Turkey  is  recover- 
ing its  influence  over  the 
region,  despite  chronic 
domestic  instability,  as  disil- 
lusionment with  Europe 
grows.  The  other  actors  do 
not  count  Syria  knows  its 
influence  is  greater  in  times 
or  conflict  than  during  peace 
negotiations.  Jordan  and 
Libya,  their  leaders  both  ill, 
are  dominated  by  succession 
calendars. 

Pan -Arab ism  no  longer 
exists.  Pan-Islamism  does, 
but  provides  little  more  than 
a vague  sense  of  belonging. 


Reinforcing  conservatism:  ultra -orthodox  Jews  in  Israel  Reuters 


And  Israel,  more  inward- 
looking than  interested  in 
the  evolution  of  its  regional 
environment,  only  seeks 
short-term  gain  from  the  dis- 
array of  its  neighbours. 

Israelis,  indeed,  sometimes 
give  the  impression  of  ignor- 
ing the  Arabs  at  large  and 
the  Palestinians  in  particu- 
lar. 

That  Is  unwise,  particu- 
larly if  one  considers  the 
position  of  the  lm  Palestin- 
ians who  are  Israeli  citizens. 

The  behaviour  of  Palestin- 
ians, and  that  of  Israel's 
Arab  neighbours,  can  influ- 
ence the  choices  Israelis 
make,  starting  with  tbe 
forthcoming  elections.  The 
bombing  campaign  by 
Hamas  and  the  abstention  of 
Israeli  Arabs  no  doubt 
played  a part  In  Mr  Netan- 
yahu's first  election  victory. 
Does  the  Palestinian  Libera- 
tion Organisation  really 
want  the  Labour  party  back 
in  power,  or  does  it  see  no 
difference  between  the  poli- 
cies of  Labour  and  Likud? 

In  the  long-term,  the 
future  of  Israel  depends  at 
least  as  much  on  the  peace- 
ful and  balanced  integration 
of  the  region  as  on  the  solu- 
tion to  the  question:  “Who  is 
a Jew?" 

Israel  has  a choice:  it  can 
either  be  a "global  ghetto"  dr 
a “regional  bridge".  It  has  to 
find  a way  to  live  with  the 
Palestinians. 

At  the  end  of  the  second 
world  war,  Joseph  Rovan, 
liberated  from  a German 
concentration’  camp, 
reflected  that  France  had 
had  the  Germany  it 
deserved.  He  went'  on  to 
become  one  of  the  principal 
architects  of  Franco-German 
reconciliation. 

In  the  end.  the  Israelis  will 
have  the  Palestinian  neigh- 
bours they  deserve.  The  sin 
of  indifference  may  prove  to 
be  just  as  damaging  as  the 
realities  of  domination. 

The  author  is  deputy  director 
of  the  Paris-based  Institut 
Francois  des  Relations  Inter- 
nationales and  editor  of  Poli- 
tique Etrangire.  He  tvrites 
here  in  a personal  capacity . 


EDITOR 


Nike’s  plea:  judge  m by  our  actions 


Frbth  Ms  HimhaJi  Jones. 

Sir,  Nike  . regtets  that 
excerpts  from  private  corre- 
spondence made  by  Nike 
executive  Dr  Joseph  Ha, 
which  were  published  in  the 
Financial  Times  . (“Nike 
accuses  its  critics,1*  January 
21).  were  interpreted  as  our 
corporate  attitude  towards 
human  rights  groups.  Dr 
Ha's  statements  are  inconsis- 
tent with  Nike's  commit- 
ment toward  forging  part- 
nerships with  human  rights 
organisations  and  improving 
labour  conditions  for  the 
more  than  500,000  people 
who  manufacture,  distribute 
and  sell  Nike  products  in 
over  35  countries. 

Nike  has  worked  exten- 
sively with  national  govern- 
ments and  a wide  spectrum 
of  human  rights,  labour 
groups  and  international 
organisations  to  design  pro- 
grammes aiming  to  improve 
labour  conditions  overseas, 
in  addition,  it  has  benefited 


as  ah  acHfe  gafflapani  Ih 
President  mu  Clihtoh’S 
Apparel  Industry  Piftner- 
ship  -/  a pdfthfitthip  of 
human  righto  groups*  con- 
sumer groups  -and  Other 
companies:  that  agreed  to  aft 
independent  monitoring 
mechanism  for  holding 
global  companies  account- 
able for  their  mairnfBcftrftog 
processes. - 

Nike  has  also  collaborated 
with  local  and  international 
non-governmental  organisa- 
tions, - to  aWard  lo&hs  to 
women  In  Vietnam  add 
other  developing  countries 
fbf  the  purposes  of  establish2 
ing  their  own  businesses,  to 
provide  education  and 
healthcare  far  workers. 

In  addition,  Nike  has 
implemented  numerous 
reforms  hr  overseas  contract 
factories  including:  increas- 
ing the  minimum  age  to  18 
In  footwear  factories; 
increasing,  wages  up  tb  40 
per  cent  tor  individuals  In 


eaffjTIeT&  toetWear  manu- 

jfihs  in  Indonesia 

and  impravtag  indoor  air 
quality  to  footwear  factories 
by  tfflthj  watBphased  adhe- 
tivte  Instead  of  mure  harm- 
ful petroleuifrbaflBd  adfte- 
SVefc-  • 

We  urgb  people  to  Judge  us 
by  ms  actions  and' not  by 
private  correspondence  of  an 

..individual  einployee.  We 
welcome  oqg&itig  and  pro- 
ductive .dialogue  with  our 
Critics  to  move  us  towards 
oiif  (totofttdn  goal  of  protect- 
ing the  righto  afaB  dignity  of 
ail  people.  For  Information 
about  these  and  other  Impor- 
tant htohan  tights  issues, 
.please  rial  our  website  at 
wwwmfkewtokers.com. 


Han  nah  to ties, 
director)  government  and'  - 
ceinfinmlty  affeiTs,  - - 
fflte  ftaropCdn  Operations 

Bttfathou  f. 
jUslS  MT  ffliversmn, 
Netherlands  • 


Manufacturers  unconvinced 
by  services  should  look  at  GE 


From  Trttng  Luil 

Sir,  Peter  Martin's  mes- 
sage that  manufacturers 
should  concentrate  more  on 
services  they  can  provide  to 
customers  (“New  age  mas- 
sage, January  19)  is  right  on 
the  money  - quite  literally. 
Any  manufacturer  still  not 
convinced  of  his  argument 
should  only  look  To  General 
Electric  of  the  US  to  be  per- 
suaded. 

GE  is  driven  by  the  desire 
to  create  wealth  for  its 
shareholders,  however  it  can 
be  achieved,  and  not  just  by 
manufacturing.  Almost 
every  time  GE  sells  a jet 
engine  or  X-ray  machine,  it 
tacks  bn' one  or  more  of  a 
large  array  of  services, 
including  financing,  mainte- 
nance. and  Insurance. 

The  results . have  been 
staggering.  Among  other 
things,  GE  is  the  largest 
equipment  management 


company  to  the  world  and 
the  largest  US  relhsurer. 
More  pointedly,  a $10,000 
investment  to  GE  made  in 
1990  would  now  be  Worth  6 . 
littie  over  1(79,000,  or  a 25  per 
cent  average  annual  return. 

Many  companies  arfe 
exploiting  this  pattern  by: 
which  products  migrate  to 
solutions.  Ryder  Systems, 
the  former  truck  lessor,  has 
emerged  as  a full-line  fagis* 
tics  company;  Enron  has 
evolved  from  gas  transporta- 
tion to  complete  energy 
management  Mr  Martin  has 
certainly  identified  a trend 
that  can  only  continue  to 
grow. 


Tiling  Luu. 

Mercer  Management 
Consulting,  , 

10  South  Wadfcef  Drive, 
13th  Floor, 

Chicago  IL  60606, 

US 


Be  n Friend  of 
the  EC’s  Fifth 
Framework 


Prm  Mf-PaklReid. 

Sir.-  if  David  Bowen  finds 
the  prospect  of  signing  up  as 
a Friana  of  the  Royal  Acad- 
emy onerous  (Web  Site 
Inspection,- January  22),  he 
might  Uke  to  consider  apply- 
ing to  beau  assessor  tor  the 
European  Commission’s. 
Fifth  Ffamework  Pro- 
gramme, The  downloadable 
application  form  Him  to  no 
less  than  15  pages. 

But  that  should  not  pres- 
ent alrr  prUbfemfl  - intend- 
ing applicants  are  assisted 
by  4 set  of.  guidelines  that 
occupy  a further  at  pages* 
These  afe  Just  the  English 
language  Versions:  each  doc- 
umentis  replicated  in  n dif- 
ferent languages. 


Hid  Rdid,  '_ 
lOWs  rue  Tristan  Tzara, 
068 bo  Antibes, 

France 


Justifying  the 
use  of  force 


Prom  Mr  Richard  Bunjrr 

Sir.  Rlchaiti  Ha  ass's  justi- 
fication of  Interventionism 
fundamentally  flatted  {‘A 
question  of  force'*,  Januaiy 
it)  since  neither  lack  of  ccn- 
.sensus  in  the  UN  Security 
Council  nor  its  arguably  out- 
dated character  per  &■  lend 
legitimacy  to  unilateral  or 
multilateral  force. 

It  is  wrong  that  “legiti- 
macy must  stem  from  the 
ends  and  means  or  what  the 
US  or  anyone  chooses  to  do". 
Legitimacy  derives  from  a 
common  sense  of  what  is 
right  or  wrong,. acceptable  or 
unacceptable.  The  absence  of 
such  agreement  in  the  Secu- 
rity Council  thus  reflects  the 
situation  in  tbe  world. 

Mr  Haass  hides  behind  the 
new  magic  ally  in  foreign 
policy  - a notional  ■interna- 
tional community*’  - by 
Invoking  “the  court  of  inter- 
national public  opinion”  as 
the  ultimate  judge  of  unilat- 
eral interventions. 

The  only  institutionalisa- 
tion of  the  “international 
community"  with  any  claim 
to -that  title  remains  the  UN. 
with  the  Security  Council its 
highest  decision-making 
body*  That  it  operates  cm 
clearly  defined  rules  is 
exactly  the  source  of  its 
legitimacy. 

Mr  Haass's  approach  pro- 
vides potential  justification 
for  anybody's  use  of  force. 

He  to  no  way  answers  the 
fundamental  question  of 
When  and  under  what  condi- 
tions outside  use  of  force  in 
a sovereign  country  can  be 
justified  and  legitimised. 
Part  of  the  answer  may  lie  in 
a reformed  UN  system.  Until 
that  question  is  settled,  con- 
structive engagement  to 
Improve  the  system  rather 
than  go-it-alone  interven- 
tionism is  the  only  way  to 
avoid  a return  to  power  poli- 
tics and  gunboat  diplomacy. 


Richard  Burger, 

22  Ava  des  Chard  onnere  is, 
Woluwe^  St  Pierre, 

1X50  Brussels,  Belgium 


Number  One  Southwark  Bridge*  London  SEl  9HL 


Wa  ere  keen  ta  encouratn  hum  (toti  raadnra  «ar*Wrte.  Letters  may  be  fax»d  to  444  171-3735938  t*S  fax  to  'Sne1).  amai.- 
lenen.Bdtcr0R.can  Rjbbhol  totters  am  atoo  avatofcte  on  the  FT  web  bM.  http/A*w#.FTovn  TranataBon  may  tie  ava fetoto  for 
tatters  written  In  the  main  Monadond  WrguaQBa.  Fa*  01 71  873  5838.  Letters  efioWd  W tvpsd  and  not  tiand  terrier.' 


FORUM  OF  INFORMATION  TECHNOLOGY 


With  I he  presence  of  Shimon  Peres  from  the  Peres  Center  For  Peace 

Eric  Ben  ham  ou,  Chairman  & CEO  of  3 Com 
Eckhatd  Pfeiffer.  President  & CEO  of  Compaq 
Michel  Ban,  President  of  France  Telecom 
Bill  Gates,  Chairman  & CEO  of  Microsoft 
Guy  de  Panafieu,  President  of  Bull 
Serge  Kcrmpf,  President  of  Cap  Gemini 


Pierre  BooeJli,  Chief  Executive  Officer  of  .Soma  Group 

Art  Cook,  President  of  SAS  Institute 

Henning  Kagonnann,  President  of  SAP 

Ray  Lane,  President  of  Grade 

Root  Piepcr,  Executive  Vice  President  of  Philips 

Paul  Walker,  Chief  Executive  Officer  of  Sage 
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With  the  presence  of  Dominique  Strauss-Kahn.  Minister  of  Economy,  Finance  and  Industry 

Gltilianb  Bcrretta,  President  of  Eutelsat 
Ed  lacobucci,  Founder  & Chairman  of  Gtrix 
Dave  House,  President  of  Nortel 
Francis  Lorantz,  President  af  the  E-Commerce  Mission  for 
the  Minister  of  Economy 
Serge  Tchuruk,  President  of  Alcatel 

Mack  do  Simone,  Executive  Vice  President  of  Lucent  Technologies 
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With  the  presence  of  Claude  Allegre.  Minister  of  Education,  Research  and  Technology 

Alain  Courier,  President  of  Packard-BeU  NEC 
Jb  Lertout,  Co-Chairman  of  Lemout  & Hauspie 
Bernard  Liautaud,  President  of  Business  Objects 
John  Luango.  President  of  Vanfivc 
Gil  Shwed.  Chief  Executive  Officer  of  Check  Paint 
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All  together  now 


European  finance  ministers  are  taking  the  first  Steps  towards  coordinating  economic 

policies  in  the  eurozone 


Finance  ministers  in 
the  euro-zone  are 
beginning  to  put 
the  'e'  of  economics 
back  Into  economic  and 
monetary  union. 

During  the  launch  of  the 
euro,  the  complex  task  of 
beginning  to  coordinate  eco- 
nomic policy  among  the  ll 
members  of  the  single  cur- 
rency Was  almost  forgotten. 
Now  it  is  back  on  the 
agenda  The  upshot  could  be 
budget  cuts  to  establish  tbe 
credibility  of  co-ordinated 
policies. 

The  presence  of  Oskar 
Lafontaine  at  the  Bonn 
□nance  ministry  has  given  a 
big  political  push  to  tbe  need 
for  greater  co-ordination.  Mr 
Lafontaine  believes  it  has  a 
vital  role  to  play  in  reducing 
unemployment,  which  is  one 
or  the  main  goals  of  Ger- 
many's six-month  presidency 
of  the  European  Union.  It 
was  no  coincidence  that  last 
Monday's  meeting  of  e lira- 11 
finance  ministers,  the  first 
under  Mr  Latontaine's  chair- 
manship, ran  well  over 
schedule. 

It  Is  too  early  to  tell 
whether  the  euro-U  group 
■will  develop  into  an  “eco- 
nomic government"  for 
Emu,  as  suggested  by  Domi- 
nique Strauss-Kahn,  the 
French  finance  minister.  For 
the  moment,  the  enro-ll 
group  is  some  way  from 
being  able  to  define  or  pro- 
vide a framework  for  eco- 
nomic policies  in  the  euro- 
zone. But  that  is  the  goal, 
and  the  day  when  euro- 11 
finance  ministers  formulate 
common  guidelines  for 
national  budgetary  policies 
may  hot  be  far  off. 

The  EU’s  economics  and 
finance  committee,  compris- 
ing senior  officials  from 
finance  ministries  and  cen- 
tral  banks,  the  European  - 
commission  and  the  Euro- 
■pean  Central  Bank,  is  also 
developing  Its  ability  to 
assess  how'  the  economy  of 
the  EU  is  developing. 

The  objective,  according  to 
Jean  Lemlerre,  director  of 
the  French  treasury,  is  to 
foster  Integration^ 

Macro  economic  manage- 
ment is  therefore  catching 
up  with,  the  conduct  of  mon- 
etary policy  at  the  ECB. 

There  are.  however,  some 
shortcomings  - standing  in 
tbe  way  of  effective  nirveib 


Oskar  LafontafcW.  pushing  for  tocanontte-Coordkiotion 


lance  arid  economic  ctKjrdi- 
nation.  Inadequate  statistics 
is  one  of  theriL 
The  is  members  of  the  EU 
have  made  a start  in  provid- 
ing data  for  Eurostat,  the 
EU's  statistical  service  ,- 


teriy  national  and  financial 
account  data  for  the  general 
government  sector  were 
needed  to  allow  comparable 
‘ data  oil  public  finances. _ 
There  will  follow  a step-by- 
step  improvement  an  compa- 


The  eurt>  zone's  emerging;  system 
of  economic  policy  Co-ordination 
faces  a substantial  test  in  the 
way  EU  member  states  approach 
their  obligations 


which  produces  a highly 
regarded  series  of  harmon- 
ised indices  on  consumer 
prices  (HICPj.  These  are  the 
statistics  used  by  the  ECS 
when  It  takes  decisions  on 
mohetary  policy. 


■;  ast-  week,  finance 
ministers  endorsed 
a report  setttogout 
Further  statistical 
requirements,  in  eluding 
improved  national  statistics 
and  some  new  EU  and  euro- 
zone Indicators. 

The  ministers  said  quar- 


ruble  budgetary  indicators 
such  as  tax  revenue,  social 
security  contributions  and 
borrowing  requirements. 

The  Irrevocable  firing  of 
exchange  rates  tinder  emu 
means  that  cross-country 
comparisons  of  'labour  mar-, 
ketd  arid  labour  posts  will 
became  .more;  Important. 
Indices  of  labour  costs  to  the 
euRHsone  and  within  the  EU 
are  being  planned. 

Wage  inflation  will 
also  continue  to  Be  an 
important  indicator  for 
the  ECB. 


To  allow  a better  grasp  of 
labour  market  develop- 
ments. the  report  suggested 
that,  by  the  year  2000.  mem- 
ber states  should  aim 
to  have  a continuous 
labour  force  survey 
that  provided  quarterly  data 
upon  employment  and 
Unemployment. 

Of  course,  there  will  be 
complications  in  harmonis- 
ing statistics.  Tbe  report 
adopted  by  the  ministers 
noted  “major  problems  con- 
cerning coverage  of  service 
activities  and  smaller  enter- 
prises", which  together 
account  for  more  than  60  per 
cent  of  private  sector 
employment 

The  statistical  coverage  of 
part-time  employment  and 
certain  components  of  pay 
such  as  bonuses  and  over- 
time was  also  found  to  be 
“uneven". 

Useful  though  they-  may 
be.  good  statistics  are  no 
substitute  for  political  will. 
The  euro  zone's  emerging 
system  of  economic  policy 
coordination  feces  a substan- 
tial test  in  the  way  EU  mem- 
ber states  approach  their 
obligations  under 
the  growth  and  stability 
pact. 

There  is  no  short-term  risk 
of  any  euro-zone  country 
exceeding  the  Maastricht 
Treaty  ceiling  on  public  defi- 
cits of  3 per  cent  of  gross 
domestic  product.  But  not  all 
member  states  are  dose  to 
achieving  the  prescribed 
medium-term  objective  of 
being  "dose  to  balance  or  to 
Burplus"  In  their  fiscal 
accounts. 

Doubts  have  surfaced 
about  the  ability  of  France 
and  Germany  to  lower  their 
deficits  in  line  with  stability 

The  commission  has 
already  taken  a hard  line 
with  Austria,  telling  its  gov- 
erhtoent  this  month  that  its 
.final  medium-term  budget 
deficit  target  of  u 

Uw.outsIde  limits  or  accept- 

^ Neither  Mr  Strauss-j^ 
nor  Mr  Lafontaine  can  be 
faulted  to  their  desire  to  co- 
^dlirnte  economic  policies. 

HitaS*  5”*.  yet  *»ve  to 

implement  painful  budget- 

“7  P°LIcies  at  home*  to 
estabtish  the  credibility  of 
their  aspirations. 
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The  Olympic  movement,  that 
remarkable  and  fragile  institu- 
tion, has  been  placed  in  jeopardy 
by  the  alleged  corruption  of 
members  of  the  International 
Olympic  Committee.  The  accusa- 
tions relate  only  to  where  the 
games  should  be  held,  which 
some  might  think  a secondary 
matter.  But  corruption  is  a pro- 
gressive disease.  If  the  public 
ever  came  to  doubt  how  the  med- 
als were  awarded,  the  Games 
would  be  deservedly  finished. 

Predictable  calls  for  the  head  of 
Juan  Samaranch,  the  IOC’s  presi- 
dent, are  surely  justified.  This  is 
not  because  there  are  any  doubts 
about  his  personal  probity  but 
because,  having  run  the  IOC  for 
so  long,  he  must  take  prime 
responsibility  for  its  Augean  con- 
dition. But  this  is  a side-issue. 
The  whole  system  might  have 
been  designed  to  breed  corrup- 
tion, and  needs  radical  reform. 

Who  should  undertake  it?  The 
Olympics  depend  on  powerful 
commercial  interests:  the  spon- 
sors. the  host  cities  and  the  tele- 
vision networks.  The  Games  exist 
to  serve  none  of  those,  but  rather 
the  world's  population.  It  is 
therefore  no  use  looking  to  the 
sponsors  to  reform  the  system, 
nor  to  host  cities  to  renounce 
bribery.  The  world's  only  repre- 
sentative, for  better  for  worse,  is 
the  IOC.  It  must  reform  itself. 

Perhaps  the  issue  could  be 
bypassed  by  giving  the  Games  a 
permanent  home  - say.  In  Greece. 
But  the  whole  spirit  of  the  Games 
is  global.  If  everyone  is  to  own 


them,  they  must  be  shared 
around.  And  it  is  precisely  the 
diversity  of  past  venues  which 
has  given  them  their  character. 

So.  to  the  present  system.  Parts 
of  it  are  obvious  nonsense.  IOC 
members  get  no  salary.  They  are 
paid  expenses,  mostly  by  the 
competing  cities.  They  are  not 
democratically  elected,  but 
invited  into  the  club. 

The  best  weapon  against  cor- 
ruption is  to  pay  officials  a 
decent  wage.  The  IOC  can  easily 
afford  that.  It  can  equally  afford 
its  own  expenses.  Making  it  dem- 
ocratic might  be  a little  harder, 
but  there  are  models,  such  as 
FIFA,  the  governing  body  of  foot- 
ball's World  Cup.  It  is  run  by  a 
24-strong  board  elected  by  its  200- 
odd  member  associations. 

Finally,  how  should  the  host 
city  be  selected?  There  is  much 
to  be  said  for  rotating  the  Games 
around  continents  or  regions  in 
turn.  But  the  final  choice  rests  on 
objective  criteria:  facilities, 
accommodation,  communications 
and  security.  That  is  a job  not  for 
ex-athletes  and  sports  fans,  but 
for  professional  consultants.  Let 
a reputable  firm  draw  up  a short 
list  based  on  published  findings. 
Then  let  a small  group  of  IOC 
members  make  their  choice  on 
equally  public  grounds. 

The  sad  truth  is  that  there  is 
no  way  to  force  the  IOC  to  do  any 
of  this.  But  it  is  a remarkable 
institution  in  its  way.  With  luck, 
the  present  crisis  win  shock  it 
into  feeing  its  responsibilities.  If 
not,  everyone  will  be  the  poorer . 
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MNnetn  defends  dollar  p 


Argentina’s  currency  board  was 
created  after  decades  of  high 

Inflation,  culminating  in  hyper- 
inflation- The  country  then 
decided  the  cost  of  monetary 
irresponsibility  outweighed  the 
gains  of  independence.  With 
that  decision  taken,  the  benefits 
of  maintaining  the  peso’s 
identity  have  become  very 
doubtful. 

The  chief  argument  for  pos- 
sessing a currency  is,  after  all, 
the  ability  to  adjust  monetary 
policy.  Once  a country  wants  to 
give  up  that  option,  the  -only 
benefits  of  a national  currency, 
such  as  the  peso,  are  the  sur- 
vival of  a symbol  of  national 
identity  and  the  income  from 
“seignorage”  (the  interest 
on  the  foreign  currency 
reserves  that  back  the 
issue  of  notes). 

Alas,  these  modest  benefits 
do  not  come  cost-free.  On  the 
contrary,  the  existence  of  a sep- 
arate currency  visibly  preserves 
the  option  of  autonomy.  The 
price  of  this  option  will  depend 
on  the  perceived  chances  of  its 
being  exercised.  Its  scale  Is 
shown  by  the  interest  rate  dif- 
ferential between  dollar-  and 
peso-denominated  assets  with 
identical  maturities.  Over  the 
past  12  months,  the  spread 
between  interest  rates  on 
Argentinian  30-day  loans  in 
pesos  and  dollars  has  varied 
between  0.5  percentage  points 
and  4.4  percentage  points.  If  the 


peso-doHar  link  were  perfectly 
credible,  these  spreads  would  be 
dose  to  zero. 

So  Argentinians  are  paying  a 
price  for  an  option  their  govern- 
ment wants  never  to  exercise. 
The  way  to  eliminate  this  price 
is  to  eliminate  the  option.  Dol- 
larisation - scrapping  the  peso 
- would  go  a long  way  towards 
this  aim.  It  would  not  go  all  the 
way  because  a currency  can 
always  be  recreated.  But  the 
reason  to  re-introduce  a cur- 
rency would  rally  be  to  devalue 
it.  Moreover,  re-introduction 
would  be  time-consuming.  So 
announcing  the  intention  to  do 
so  would  trigger  a financial  cri- 
sis. Once  investors  realised  how 
costly  a return  to  autonomy 
bad  become,  the  price  Argenti- 
nians would  have  to  pay  for 
their  option  of  autonomy  would 
surely  fell. 

If  Argentinians  do  want  to 
give  up  monetary  autonomy 
forever,  dollarisation  makes 
sense.  It  would  be  still  better  to 
become  a full  part  of  the  US 
currency  union.  The  Federal 
Reserve  would  then  become 
lender  of  last  resort  to  - and  US 
supervisors  would  oversee  - 
hanks  in  Argentina.  Even  the 
profits  of  seignorage  might  be 
shared.  A pipe  dream?  Today, 
certainly.  In  the  long  run.  how- 
ever, extension  of  the  US  mone- 
tary union  might  be  the  best 
way  to  spread  monetary  stabil- 
ity throughout  the  Americas. 
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Bill  Clinton's  behaviour,  in  the 
words  of  his  defence  team,  has 
been  “outrageous,  unforgivable, 
shameless”  - but  it  does  not  war- 
rant removing  the  president  from 
office.  Ifiis  is  a fair  assessment, 
and  one  that  chimes  with  US 
public  opinion.  But  neither  the 
president  nor  the  public  have  the 
final  say.  It  is  for  the  Senate  to 
decide  whether  to  convict,  in  a 
judgment  as  much  political  as 
forensic.  They  should  take  that 
decision  with  all  speed. 

Mr  Clinton's  trial  in  the  Senate 
has  so  far  been  conducted  in  a 
sober  and  serious  fashion.  Hie 
Republican  “managers”  from  the 
House  Judiciary  Committee  have 
pressed  their  case  with  force  and 
sensible  restraint,  steering  clear 
of  sordid  details.  The  defence  was 
both  rigorous  a,nd  eloquent. 
There  has  been  comparatively 
little  of  the  partisanbitterness 
that  marked  the  impeachment 
process  in  the  House. 

However,  this  studied  bipartis- 
anship has  been  strained  to 
breaking-point  by  the  House 
managers*  attempt  to  drag  Mon* 
ica  Lewinsky  back  to  cen- 
tre-stage. They  are  in  danger  erf 
undermining  all  the  good  work 
with  what  look  a desperate  politi- 
cal stunt 

The  Senators,  as  Judges  and 
jury,  should  not  be  distracted  by 
it  They  now  have  three  impor- 
tant decisions  to  make.  These  are 
whether  to  dismiss  the  case, 
whether  to  summon  witnesses  to 


appear  before  them,  and  whether 
to  convict  the  president  for  high 
crimes  and  misdemeanours. 

The  motion  to  dismiss  the  case 
will  be  made  by  Senator  Robert 
Byrd,  who  points  out  that  the  67 
votes  needed  to  convict  the  presi- 
dent simply  are  not  there.  Most 
US  citizens,  the  international 
community,  and  many  Senators 
might  well  agree  with  him;  they 
would  dearly  like  the  process  to 
end  now.  But  early  dismissal  is 
unlikely  - which  may  be  no  bad 
thfog  The  case  has  been  made. 
The  Senators  should  now  vote  on 
tiie  articles  of  impeachment 

That,  though  is  very  different 
from  saying  that  the  trial  should 
be  prolonged.  In  particular,  wit- 
nesses are  unnecessary. 

There  are  only  two  reasons 
why  Senators  would  vote  to  call 
witnesses:  to  appease  the  conser- 
vative Clinton-haters,  and  to 
attempt  to  damage  a President 
who  has,  so  far,  managed  not 
only  to  shrug  off  the  trial  hut  to 
set  the  political  agenda  as  welL 
Claims  that  witnesses  will  clear 
up  all  ambiguities  are  false-  Mon- 
ica Lewinsky,  for  one,  has 
already  given  countless  hours  of 
evidence. 

If  the  Republicans  use  their 
majority  to  drag  the  trial  on,  they 
will  inflict  further  political  dam- 
age on  themselves,  regardless  of 
any  damage  they  hope  to  do  to 
the  president  The  trial  should 
move  to  dosing  arguments  and  a 
vote  without  delay. 


The  politics  of  ownership 

President  Clinton’s  plan  to  invest  part  of  the  US  social  security  surplus  in  equities  blurs  the 
distinction  between  public  and  private  ownership,  says  John  Plender 


The  received  wisdom  of 
the  post-collecttvist 
world  is  that  all  debate 
on  the  relative  merits  of 
public  and  private  ownership  is 
redundant.  After  President  Bill 
Clinton's  State  of  the  Union 
address  last  week,  that  assump- 
tion looks  highly  questionable. 
With  Mr  Clinton's  radical  pro- 
posal for  social  security  sur- 
pluses to  be  invested  In  the  stock 
market,  the  US  has  rediscovered 
something  that  looks  suspi- 
ciously like  Swedish  social 
democracy,  only  more  so. 

Nor  is  it  only  in  the  US  Con- 
gress that  the  politics  of  owner- 
ship looks  due  for  an  unexpected 
airing.  As  a result  of  its  recent 
intervention  in  the  markets  to 
ward  off  the  hedge  .funds,  the 
Hong  Kong  government  Is  the 
owner  of  substantial  equity  in 
private  sector  companies. 

The  circumstances  in  which 
the  Hong  Kong  authorities  will 
extract  themselves  from  this 
uncharacteristic  venture  into 
state  ownership  remain  unclear. 

In  Japan,  the  Ministry  of 
Finance’s  Trust  Fund  Bureau 
operates  the  equivalent  of  a ven- 
ture capital  fund  for  housing  and 
infrastructure  in  its  Fiscal  Invest- 
ment and  Loan  Programme.  It  Is 
apparent  that  the  fund  has 
increasingly  been  assuming 
equity-type  risks,  even  where  its 
investments  take  the  form  of 
loan  finance.  Bad  debts  have 
multiplied. 

Japanese  state  entities  have 
long  been  active  buyers  in  the 
capital  markets,  too.  And  this 
week  the  Liberal  Democratic 
party  revealed  that  It  wanted  the 
government  to  buy  $!75bn  worth 
of  property  to  help  support  the 
collateral  of  the  banking  system. 

Elsewhere  in  Asia  the  trend 
over  the  past  18  months  has  been 
for  the  state  to  take  control  of 
private  sector  assets. 

Meanwhile  privatisation,  the 
defining  policy  of  the  post- 
collectivist  world,  has  lost  impe- 
tus. Admittedly  this  was  inevita- 
ble since  the  scope  for  transfers 
from  the  public  to  private  sector 
is  by  definition  finite. 

But  the  policy  has  also  been 
tarnished  by  Russia,  where  priva- 
tisation was  more  about  loot  and 
plunder  than  procuring  a more 
efficient  allocation  of  resources. 
Nor  has  privatisation  delivered 
on  its  full  promise  in  eastern 
Europe. 

How  far.  then,  is  ownership  set 
to  come  back  from  the  margins  of 
the  political  debate? 

The  issue  is  not  a political  one 
in  Asia,  where  the  change  in 
ownership  patterns  is  dictated  by 
financial  crisis  rather  than  ideol- 
ogy. 

As  with  state  acquisitions  of 
Scandinavian  banks  in  the  early 
1990s,  nationalisation  in  Japan 
and  the  rest  of  Asia  is  a tempo- 
rary solution  to  the  banking 
crises  that  afflict  the  region 
Since  the  bail-outs  in  banking 
will  impose  a burden  on  public 
finances,  a new  round  of  privati- 


is  to  invest  part  of  the  surplus  to 
achieve  higher  returns  than  the 
partially  funded  scheme  cur- 
rently earns  on  government 
bonds.  There  will  be  a mecha- 
nism. Mr  Clanton  said  last  Tues- 
day, to  ensure  that  investments 
are  made  independently  and 
without  political  interference. 

This  sounds  strikingly  similar 
to  the  funded  part  of  the  Swedish 
state  pension  system  - but  with 
important  and  rather  surprising 


shares  were  allowed.  Today  the 
great  majority  of  the  country’s 
state  pension  assets  are  still 
invested  in  bonds  and  loans. 

Concern  about  political  manip- 
ulation in  the  US  has  already 
been  voiced  by  Alan  Greenspan, 
Federal  Reserve  chairman. 

It  was  Mr  Greenspan  who  in 
the  1980s  headed  the  commission 
that  persnaded  the  Reagan 
administration  to  adopt  partial 
funding,  whereby  the  Social 
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cheap  housing  loans  at  negative 
real  rates  of  interest-  Even  the 
well-regarded  public  provident 
funds  of  Singapore  and  Malaysia 
deliver  returns  that  look  poor  rel- 
ative to  the  private  sector. 

That  said,  the  US  has  a 
uniquely  transparent  political 
system,  complete  with  checks 
and  balances  designed  to  impede 
unscrupulous  lawmakers.  The 
return  on  the  Social  Security 
trust  fund's  current  bond  portfo- 


It  is  hard  to  believe  that  a plan  that  could  turn  the  federal 
government  into  the  biggest  shareholder  in  the  stock  market 
will  have  an  easy  political  passage.  Control  rights  attached 
to  equities  in  the  fund  will  have  to  be  neutered 


sation  may  he  needed  in  due 
course  to  help  reduce  an  exces- 
sive level  of  public  sector  debt. 

Yet  the  US  is  another  matter 
since  its  plans  for  the  social  secu- 
rity system  have  a time  horizon 
of  more  than  so  years.  In  pros- 
pect is  the  transfer  of  $2,800bn 
worth  of  budgetary  surplus  to  the 
social  security  system  over  the 
next  IS  years  alone.  Up  to  a quar- 
ter of  this  sum  - $700bn  - is 
being  earmarked  for  investment 
in  the  stock  market 

The  administration  wants  to 
work  with  Congress  for  a biparti- 
san social  security  plan.  The  idea 


differences.  One  is  that  a recent 
International  Monetary  Fund 
study  rates  the  US  state  pension 
system  as  significantly  more 
redistributive  than  social  demo- 
cratic Sweden. 

More  importantly,  in  the  pres- 
ent context,  equity  ownership 
confers  significant  control  rights. 
And  political  concern  over  the 
risk  of  backdoor  nationalisation 
of  industry  and  commerce  forced 
the  Swedish  government  to 
impose  tight  portfolio  constraints 
at  the  inception  of  its  scheme  in 
1960. 

Only  minimal  holdings  in 


Security  trust  fund  invested  its 
reserves  exclusively  in  US  trea- 
sury bonds. 

The  risk  of  political  interfer- 
ence is  real.  Research  by  the 
World  Bank  shows  that  publicly 
managed  pension  funds  across 
the  world  deliver  on  average 
much  poorer  returns  than  private 
occupational  pension  funds.  The 
record  is  particularly  bad  in 
developing  countries,  where  pub- 
lic pension  schemes  are  too  often 
used  by  governments  as  conve- 
nient slush  funds. 

A common  practice  is  to  Invest 
in  government  securities  and 


lio  is  respectable  when  compared 
with  other  bond  funds,  though 
not  when  measured  against  funds 
with  the  freedom  to  invest  in 
equities. 

Unlike  Sweden,  where  the 
social  security  funds  were  poten- 
tially large  in  relation  to  the  local 
stock  market  capitalisation,  the 
relative  values  in  the  US  are  not 
excessively  daunting.  True, 
S700bn  is  much  larger  than  any 
existing  US  pension  fund.  But 
even  that  sum  invested  by  the 
Social  Security  trust  fund  over  15 
years  looks  small  beer  against 
the  current  US  equity  market 
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Getting  back 
in  the  frame 

International  auction  house 
Sotheby's  is  utterly  fed  up  with 
waiting  for  the  demolition  of  a 
French  trade  barrier  that  dates 
back  to  Napoleonic  times. 

Under  450-year-old  taws, 
French  auctioneers  have  enjoyed 
a monopoly  in  their  home 
market  Only  a small  number  are 
allowed  to  act  as  auctioneers  of 
used  goods  - Including  works  of 
arL  The  monopoly,  known  as 
commissairos  ptiaeurs  and 
granted  way  bade  in  1556  by 
King  Henry  II,  is  being  removed 
under  new  European  Union  rules, 
but  the  legislation  to  kill  it  off  has 
been  held  up. 

A draft  biU  proposing  to  end 
the  monopoly  was  adopted  by 
the  French  government  last 
summer,  but  the  Justice  Ministry 
says  It  cant  be  considered  by 
the  Senate  until  March,  with  foe 
new  laws  enacted  later  this  year. 

And  it’s  not  just  foreign 
auctioneers  who  are  fed  up;  art 
experts  blame  the  tight  rules 
governing  auctions  in  France  for 
the  flagging  fortunes  of  Its  ait 
market,  once  a power  in  world 
art  but  now  trailing  dfemaHy 
behind  Britain  and  foe  United 
States. 

So  Sotheby's  has  decided  to 
make  a point  by  teaming  up  with 
French  auctioneers  to  sell  the  art 
collection  from  Groussay  Castle, 
an  elegant  180-year-old  edifice 
outside  Paris.  The  auction  is 


likely  to  raise  more  than  $17m. 

“Time  has  crane  to  draw  the 
attention  of  foe  authorities  to  the 
urgent  need  to  reform  the  French 
art  market  in  order  to  allow  our 
country  to  retain  its  place  on  the 
International  art  market,”  says 
Princess  Laura  de  Beauvau 
Craon,  deputy  chairwoman  of 
Sotheby's  France.  And  not  a 
moment  too  soon. 

Taking  a bite 

It’s  enough  to  get  right  up 
royalty's  nose.  Take  a stroll 
round  foe  front  of  Buckingham 
Palace,  the  London  home  of 
Queen  Elizabeth,  to  soak  up 
Britain's  heritage  - and  the  sickly 
smell  of  hot  dogs  and  onions. 

Call  Observer  old  fashioned, 
but  should  visitors  to  foe  royal 
palace  have  to  contend  with 
ranks  upon  ranks  of  mobile  stalls 
selling  over-priced  snacks  within 
feet  of  foe  gates?  On  some  days 
there  can  be  up  to  six  of  the 
unsightly,  smelly  wagons  plying 
their  trade;  the  palace  is  far  from 
amused  but  even  foe  monarch 
seems  powerless  to  get  them 
removed. 

The  pedestrianised  area  in 
front  of  foe  famous  raiHngs  is  foe 
responsibility  of  foe  Royal  Parks 
Agency;  if  the  local  authority  had 
a say,  they  could  seize  foe 
trolleys  and  destroy  them.  But 
royal  parks  by-laws  are  ancient 
arid  difficult  to  enforce, 
something  that  has  not  escaped 
foe  wily  hot  dog  vendors. 

Culture  minister  Chris  Smith 


has  been  asked  to  see  what  he 
can  do  but  new  legislation  Is 
required  to  stop  trading  in  foe 
parks  - and  parliamentary  time  is 
hard  to  find,  even  if  the  Queen's 
own  nostrils  are  being  assaulted. 

With  the  culture  department 
insisting  it  is  anxious  to  plug  foe 
legal  loophole  as  soon  as  it  can, 
the  fear  is  the  summer  wid  bring 
hordes  of  sausage  seders.  Time 
to  set  the  Queen's  corgi  dogs 
loose. 

Now  or  never 

So  a Finnish  professor  has 
decided  to  record  Elvis  Presley’s 
songs  in  Sumerian,  a language 
that's  been  dead  for  2,000  years. 
Jukk^Ammondt  is  kicking  off 
with  one  of  The  King’s  best 
known  anthems,  “Blue  Suede 
Shoes".  But  he’s  hit  on  a 
problem:  Sumerians  had  neither 
suede  nor  shoes  in  2000  BC. 

No  matter,  says  foe  resourceful 
Ammondt.  He  translates  the 
song-title  as  "Esir  Kus  Za-gfrT, 
which  means  “sandals  erf  leather 
of  foe  colour  of  a blue  gem". 
Rock  'n'  rolling  Sumerians  would 
have  worn  their  leather  sandals  in 
the  lower  Euphrates  river  vaBey  - 
now  Iraq. 

But  whatever  would  the  singer 
of  ballads  like  “Heartbreak  Hotel” 
and  “Ml  Shook  Up”  have 
thought?  According  to  Ammondt, 
EMs  would  at  least  have  been 
impressed  with  his  diction. 

“I'm  not  sure  about  my 
Sumerian  but  they  say  Finnish  is 
wed-suited  to  pronouncing 


Sumerian  because  it's  such  a 
phonetic  language."  It's  a far  cry 
from  “Hound  Dog". 

Heads  and  tails 

British  Digital  imaging  sendees 
specialist  Wace  is  pulling  out  all 
foe  stops  (or  should  that  be 
plugging  in  aH  the  connections?) 
in  its  fight  against  a hostile  bid. 
Out  comes  a defence  document 
giving  details  of  a specially 
created  website. 

Quick  as  a flash,  Wace  has 
ever  so  smartly  registered 
wwtvjot0Gttheoffer.com  on  which 
it  intends  to  post  every  twist  in 
the  current  battle.  But  it's  also 
taken  foe  precaution  of 
registering  an  alternative  In  case 
events,  take  a turn  and  the 
company  looks  more  kindly  on 
its  suitors'  blandishments.  You 
can’t  access  it  yet  but  they’re 
ready  and  standing  by  with 
wwwjtcxepttheoffer.com. 

Poetic  licence 

There’s  no  such  thing  as  free 
speech  in  Sait  Lake  City,  Utah. 
Motorists  there  have  been  told  to 
say  no  to  personalised  licence 
plates  that  campaign  against  foe 
state's  troubled  bid  to  host  foe 
2002  Winter  Games.  “2002 NOT" 
has  been  rejected.  Instead, 
pro-Olympic  plates  have  been 
Issued  - “OLYMPIC.  “5RNGS" 
and  "02SLC“.  Drivers  who 
oppose  Utah  hosting  foe  games 
will  just  have  to  sound  their 
horns  instead. 


capitalisation  of  more  than 
Sll.OOObo.  At  worst  there  might 
be  a piecemeal  concern  about 
backdoor  nationalisation  at  indi- 
vidual companies,  but  certainly 
□o  generalised  threat. 

Thai  Is  not  to  say  that  there 
are  no  questions  about  the  wav 
the  investments  might  be  man- 
aged in  practice.  If  the  fund's 
investments  are  passively 
indexed,  will  this  contribute  to  a 
less  flexible  equity  market?  Will 
smaller  companies  be  left  out  in 
the  cold?  How  will  the  managers 
of  this  governmental  pool  of  capi- 
tal cast  their  proxy  votes,  espe- 
cially in  relation  to  palitically 
sensitive  sectors  like  tobacco 
where  the  president  is  proposing 
to  sue  the  industry? 

If  President  Clinton's  proposal 
is  representative  of  the  much- 
discussed  political  Third  Way,  it 
is  singularly  un trendy.  Thu  per- 
petuation of  universal  benefits  in 
social  security  is  classic  old-style, 
left-of-centre  politics.  The  move 
into  equities  is  being  presented 
as  good  financial  housekeeping  - 
a way  of  keeping  the  social  secu- 
rity show  on  the  road  for  longer 
by  prudent  spreading  of  the  port- 
folio. 

Some  members  of  Mr  Clinton's 
Advisory  Council  on  Social  Secu- 
rity, which  reported  in  1997, 
wanted  a reform  designed  to  con- 
nect people  more  directly  with 
the  prosperity  or  the  US  economy 
- in  other  words,  something  akin 
to  the  British  defined  contribu- 
tion “stakeholder"  pensions  ini- 
tiative. 

Instead  this  Is  a paternalistic, 
defined  benefit  scheme  In  which 
foe  rewards  are  related  not  to 
stock  market  returns  but  to 
workers'  earnings.  So  foe  advo- 
cates of  popular  capitalism  have 
been  frustrated.  However, 
another  proposed  plan  to  set 
aside  11  per  cent  of  foe  projected 
federal  budget  surpluses  for  new, 
subsidised  universal  savings 
accounts  (USAs)  opens  the  way 
to  individual  equity  ownership 
on  a smaller  scale. 

There  is  nothing  new  about 
state-sponsored  equity  invest- 
ment for  pensions.  Indeed,  the 
Clinton  proposal  highlights,  by 
implication,  the  anomalous  politi- 
cal position  of  existing  public  sec- 
tor pension  funds. 

Despite  the  unfashionable 
nature  of  state  ownership  and 
control,  state  (or  local  govern- 
ment) pension  funds  are  still 
some  of  the  biggest  in  the  capital 
markets  or  the  US  and  Europe. 
-They- thus  defy  the  conventional 
wisdom  that  public  ownership 
and  control  is  desirable  only 
where  there  is  no  alternative. 
Many  do  a more  cost-effective  job 
in  pension  provision  than  private 
schemes.  But  if  they  did  not 
exist,  the  private  sector  could 
easily  pick  up  foe  baton. 

There  is  one  respect,  however, 
in  which  a federal  pension  plan 
may  not  be  able  to  emulate  the 
state  pension  funds,  which  are 
more  inclined  to  shareholder 
activism  than  their  private  sector 
counterparts.  Private  sector 
funds  are  usually  management 
controlled  and  thus  not  inclined 
to  challenge  incumbent  manage- 
ment 

For  that  reason  alone  It  is  hard 
to  believe  that  a plan  that  could 
turn  the  federal  government  into 
the  biggest  shareholder  In  the 
stock  market  will  have  an  easy 
political  passage. 

Such  a concentration  of  finan- 
cial power  sits  uneasily  with  the 
American  political  tradition.  It 
follows  that  the  control  rights 
attached  to  foe  equities  in  foe 
fund  will  have  to  be  neutered. 


100  years  ago 

The  French  Investor 
Our  Paris  Correspondent 
draws  a lively  picture  of  foe 
immense  success  of  foe 
Indo-Chinese  loan.  As  he 
points  out,  there  Is  no  colonial 
enthusiasm  to  speak  of  in 
France,  and  the  majority  of  the 
people  who  applied  for  the 
loan  would  have  some 
difficulty  in  placing  Tongking 
on  the  map.  But  foe 
opportunity  of  getting  a better 
rate  of  interest  than  fe  possible 
with  Rentes  with  practically  as 
good  a security  caused  any 
amount  of  unloading  of  old 
stockings,  copper  kettles  and 
other  receptades  of  foe  wealth 
of  the  small  French  investor. 


50  years  ago 

German  Economy  Criticised 
Frankfurt,  Jan.  24.  The  big 
contrasts  in  foe  standard  of 
living  found  In  Western 
Germany  were  sharply 
criticised  by  General  Bishop, 
military  governor  of  North 
Rhine  Westphalia,  speaking  in 
Dusseidorf  at  foe  week-end. 
Luxury  shops  were  being  built 
instead  of  houses  for  miners 
and  refugees,  he  said.  Petrol 
was  being  wasted  on  pleasure 
trips  and  electricity  on 
advertising,  whfle  power  cuts 
had  to  be  imposed  on 
industry. 
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What  lessons  to  draw  from  a noisy  fourth 
quarter  for  US  bank  earnings?  Amid 
numerous  merger-related  charges,  it  was 
possible  to  detect  a blip  in  the  long-term 
trend  towards  higher  fee  income  and 
lower  Interest  income.  But  banks  cannot 
rely  on  this  continuing.  The  seizure  that 
afflicted  US  capital  markets  for  most  of 
last  year  forced  many  companies  to  resort 
to  bank  borrowing  rather  than  bond 
finance.  It  is  unlikely  to  be  repeated,  and 
banks  must  still  develop  other  sources  of 
revenue. 

The  real  winners  were  credit  card  com- 
panies. Their  profits  are  rising  at  an 
almost  Silicon  Valley-like  rate.  Capital 
One  logged  an  increase  in  oamlngs  of  46 
per  cent  for  the  year,  while  substantially 
increasing  its  marketing  spend.  Providian 
Financial  raised  naming*  by  55  per  cent 
and  MBNA,  the  largest  specialist  credit 
card  issuer,  logged  a 25  per  cent  increase. 

It  is  now  beyond  doubt  that  the  credit 
card  business  is  changing  Customers  no 
longer  link  a credit  card  purchase  in  any 
way  with  a trip  to  a bank  branch.  As  a 
result,  several  mid-sized  banks  have  sold 
credit  card  businesses  in  recent  months. 
Worryingly,  last  year's  mega-mergers 
were  founded  on  the  proposition  that 
banks  could  use  their  branch  network  to 
sell  more  products:  the  mythical  cross- 
selL  That  proposition  looks  increasingly 
implausible. 

Cable  & Wireless 

If  investors  were  concerned  that  the 
pace  of  change  at  Cable  & Wireless  would 
slacken  following  the  departure  of  Dick 
“deal-maker"  Brown  as  chief  executive, 
they  need  not  have  worried.  C&W  wants 
to  sell  its  20  per  cent  stake  in  Bouygues 
Telecom,  the  French  mobile  phone  opera- 
tor, and  Is  not  waiting  any  longer  for  the 
other  shareholders  to  decide  if  they  want 
it.  Price  tags  in  the  sector  have  moved  up 
too  far  for  further  dithering.  It  is  some- 
what surprising,  though,  that  financial 
investors  are  emerging  as  potential  buy- 
ers. How  do  you  make  a quick  turn  from 
frothy  assets? 

Of  course,  the  £456m  Cable  & Wireless 
was  originally  thinking  of  selling  its  stake 
for  now  looks  low.  Applying  a multiple  of 
12  to  Bouygues  Telecom's  forecast  earn- 
ings before  interest  tax,  depredation  and 
amortisation  for  2000  could  value  the 
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equity  at  around  £3bn.  That  would  justify 
£600m  for  C&W's  stake.  The  multiple 
looks  conservative  compared  with  peers 
such  as  Orange.  But,  for  the  financial 
community,  Bouygues  Telecom  is  still  an 
unknown  quantity.  Potential  investors 
will  need  patience.  A flotation  would  be 
exciting,  despite  its  number  three  position 
in  the  market.  The  problem  is  that  the 
Bouygues  conglomerate  - which  has  a 
majority  bolding  - has  prevaricated  about 
a spin-off.  Last  year  it  fought  rebel  share- 
holder, Vincent  Bollorfe,  on  Just  this  issue. 
C&W’s  stake  is  not  for  someone  in  a 
hurry. 


British  Airways 


British  Airways'  shares  have  plunged, 
profit  forecasts  have  been  slashed  and  the 
planned  alliance  with  American  Airlines 
scaled  back.  But  dropping  the  pilot.  Boh 
Ay  ling,  would  not  make  things  better.  For 
most  of  BA's  woes,  blame  the  cycle,  not 
the  chief  executive. 

Of  course,  there  have  been  blunders. 
Misreading  the  regulatory  environment 
meant  rival  airline  nTHanras  got  ahead  _ 
And  BA  contributed  to  the  overcapadty 
now  plaguing  transatlantic  routes.  But 
management  has  reacted  quickly.  Capac- 
ity will  barely  grow  next  year.  Unit  costs, 
tackled  when  times  were  good,  have  fallen 
some  10  per  cent  since  1997  - albeit  with 
the  help  of  low  fuel  prices. 

The  boldest  bit  of  BA’s  strategy  is  to 
come.  By  2002,  nearly  half  its  long-haul 
fleet  will  be  Boeing  777s.  These  are 
smaller  than  the  current  74%,  with  fewer 


economy  seats  but  the  same  number  of 
business  seats.  Chopping  off  rows  filled 
through  last-minute  discounting  will 
boost  yields.  Longer  term,  this  could  even 
point  to  a two-tier  airline:  the  flagship 
would  increasingly  focus  on  business 
class  (culling  less  profitable  European 
routes),  while  Go!  - its  no-fritts  airline  - 
picks  up  the  backpackers. 

The  grand  plan,  though  comes  unstuck 
If  BA  loses  control  of  its  business  travel 
market:  hence  the  concern  at  recent 
declines  in  premium  traffic.  Maybe  this 
reflects  corporate  belt-tightening  as  busi- 
ness confidence  dips.  A less  charitable 
view  is  that  BA’s  premium  product  is  not 
up  to  scratch,  and  is  losing  market  share. 
The  company  believes  not  Mr  Ayling  can- 
not afford  to  get  this  wrong. 

Pharmaceuticals 

Investors  in  drugs  companies  need  a 
regular  injpr-tinw  of  reassurance  that  his- 
toric price/eamings  ratios  of  30-60  are  not 
fanciful  Qrnp  ciirh  shot  hag  come  from  the 
UK  government's  ruling  on  Viagra, 
Pfizer's  hwpntenny  treatment  In  allowing 
family  doctors  to  prescribe  the  drug  pri- 
vately in  less  serious  cases,  it  opens  the 
door  for  sufferers  to  pay  for  a drug  they 
want. 

The  decision  acknowledges  there  is 
pent-up  demand  that  a state-funded 
hftaifh  service  cannot  afford  to  satisfy. 
This  is  borne  out  by  national  variations  in 
prescription  drug  sales.  In  the  US  annual 
spending  is  running  at  $73bn  - nearly 
twice  as  much  per  head  as  in  the  UK  The 
US  market  is  also  growing  at  u per  cent, 
twice  as  rapidly  as  Europe. 

But  even  without  the  advertising  that 
stimulates  US  demand,  an  ageing  and 
increasingly  internet-literate  European 
population  win  demand  better  access  to 
the  latest  - more  expensive  - drugs.  In 
Germany,  for  instance,  the  system  already 
allows  top-up  payments.  Such  co-payment 
is  particularly  relevant  to  drugs  that  treat 
less  severe  ailments  - such  as  Viagra  or 
fiiam  Welcome’s  forthcoming  influenza 
treatment.  Political  barriers  remain,  but 
anything  that  makna  patient  purchases  of 
drugs  easier  will  hasten  double-digit 
growth  in  Europe.  Glaxo  still  looks  expen- 
sive - on  a p/e  four  times  that  of  the 
FTSE  SmallCap  index  - but  less  inexplica- 
bly so. 
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Europe  today 

Denmark  will  have  rain,  while 
southern  Norway  and  southern 
Sweden  wifl  have  heavy  snow. 
Northern  parts  of  Scandinavia  will 
have  sunny  spelts  and  scattered 
snow  showers.  The  Low  Countries 
and  Germany  wffl  have  wind  and 
rain,  but  Austria  and  Switzerland 
wltt  be  mainly  dry.  Northern  Franca 
wifl  be  wet  but  elsewhere  it  win  be 
dry  with  the  best  of  the  sunshine  in 
the  south.  The  Mediterranean  wffl 
be  mostly  dry  but  there  wfl  be 
thundery  downpours  around  Malta. 

Rve-day  forecast 

North-west  Europe  will  have  a cool, 
showery  spell  before  conditions 
become  mfld  and  cloudy.  Cold  sir 
In  the  Mediterranean  wffl  load  to 

central  and  eastern  parts  1umn0 
cooler  ami  very  showery  wtth 
thunderstorms.  Scandinavia  wiH 
have  sun  and  showers,  then  more 
persistent  rain  and  snow  later  In  the 
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Situation  at  midday.  Tempera  turns  maximum  for  day.  Forecasts  by  ”R\*  WEATHERCENTRE 
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Germany  tries  to  introduce 
limits  on  EU  farm  spending 


By  Peter  Nonaan  ta  Brussels 


Germany,  holder  of  the  European 
Union’s  six  mnnrhg  rotating  presi- 
dency, will  today  press  for  foreign 
and  finance  ministers  to  set  strict 
limits  on  farm  spending  in  the  years 
to  2006,  in  an  effort  to  force  reform 
of  the  Ed's  expensive  common  agri- 
cultural policy. 

Joschka  Fischer,  the  German  for- 
eign minister,  will  propose  a “top 
down”  system  in  which  agriculture 
ministers  would  be  told  to  hold  farm 
spending  to  a ceiling  lower  than 
present  guidelines.  The  aim  would 
be  to  stabilise  CAP  outlays  at  cur- 
rent levels  until  2006. 

The  German  government  believes 
that  it  is  only  by  imposing  strict 
controls  over  the  ElTs  traditionally 
independent  farm  ministers  that  the 
Agenda  2000  negotiation  for  reform 
of  the  EITs  budget,  farm ' spending 
and  structural  funds  can  be  brought 
to  a successful  conclusion  at  a spe- 
cial summit  of  EU  leaders  planned 
for  March  24-25. 

Agreement  on  Agenda  2000  Is  seat 
as  essential  for  the  EU  to  have  the 
financial  capacity  to  absorb  new 


Joschka  FischeR  top  down'  system 


members  from  eastern  Europe. 
Although  it  lacks  precise  figures, 
today’s  German  proposal  wifi  mark 
the  first  concrete  step  in  its  negotia- 
tions on  Agenda  2000  and  follows  a 
hesitant  start  to  the  new  Bonn  gov- 
ernment's EU  presidency.  No  agree- 
ment on  the  German  plan  is  expec- 
ted immediately,  hot  pressure  from 
Bonn  for  a political  accord  on  the 


Agenda  2000  package  will  grow  in 

^The8  German  government  has 
admitted  there  could  be  other JHJ 
^restricting  farm  spending-  which 
accounts  for  just  umler  SO  per  eent 
of  the  Ell's  annual  spending  or  about 
£s£ (SSbnl  even  though  agricifl- 
less  than  2 per  cent  of 
STeU's  gross  domestic  product.  But 
it  argues  the  alternative  would be 
less  rigorous  and  more  comp  lira  ted. 

The  Bonn  government  also  hopes 
for  progress  today  °” 

EU's  structural  fundi.,  ^ntcn 
account  for  about  35  per  cent  of 

%*££?£££“£ 
pose  that  4 per  cent  of  the 
hinds  should  be  used  for  a ‘perfor- 
mance reserve”  from  200D.t?.“,**V„ 

The  European  Commission  has 
been  keen  to  incorporate  such  a 
reserve  to  reward  worthy  projects 
with  the  aim  of  Improving  the  qual- 
ity of  spending  on  Europe’s  poorer 
regions.  Us  original  proposal  was  for 
the  performance  reserve  of  around 
10  per  cent  of  structural  funds. 


Republicans  fight  move  to  bring 
swift  end  to  impeachment  trial 


By  Malt  Suzman  in  Washington 

Republicans  yesterday  sought  to 
head  off  the  growing  momentum  for 
an  early  end  to  President  Bill  Clin- 
ton’s Impeachment  trial,  as  prosecu- 
tors prepared  to  interview  Monica 
Lewinsky  in  an  attempt  to  reinvigo- 
rata  their  case. 

After  White  House  lawyers  made  a 
strong  case  for  the  defence  last 
week,  Robert  Byrd,  a senior  Demo- 
cratic senator,  said  he  would  today 
seek  to  have  the  trial  dismissed. 

But  leading  Republican  senators 
indicated  they  would  reject  such  a 
motion  and  press  ahead  with  a plan 
to  consider  hearing  from  witnesses. 

The  13  Republican  trial  ‘’manag- 
ers'’ from  the  House  of  Representa- 
tives were  last  night  preparing  to 
hold  informal  discussions  with  Ms 
Lewinsky  after  she  had  been  forced 
by  a federal  judge  to  cooperate  with 
a request  from  Kenneth  Starr,  the 
independent  counsel,  to  agree  to  the 
meeting. 

Democrats  dismissed  the  move  as 
a futile  attempt  to  breathe  life  into 


the  scandal  arguing  it  was  already 
dear  prosecutors  had  failed  to  per- 
suade the  required  two-thirds  of  sen- 
ators Mr  Clinton  should  be  con- 
victed. 

Carl  Levin,  a Democratic  senator 
from  Michigan,  warned  that  the 
intervention  by  Mr  Starr  had  caused 
“tremendous  strain”  to  bipartisan 
cooperation. 

“Calling  witnesses  at  this  point 
would  extend  this  trial,  probably  for 
months,"  he  said  on  NBC  television. 

But  while  House  managers  admit- 
ted the  Senate  was  leaning  away 
from  convicting  Mr  Clinton,  they 
Insisted  witnesses  were  needed  to 
resolve  factual  disputes  over  the 
charges  that  the  president  commit- 
ted perjury  and  obstructed  Justice  in 
covering  up  his  affair  with  Ms  Lew- 
insky. 

Asa  Hutchinson,  one  of  the  key 
prosecutors,  told  Fox  news  that  the 
managers  had  tentatively  narrowed 
their  list  of  proposed  witnesses  to 
five:  Ms  Lewinsky,  Betty  Currie,  the 
president's  personal  secretary,  Ver- 
non Jordan,  a friend  of  Mr  Clinton, 


and  John  Podesta  and  Sidney  Blu- 
menthal.  two  White  House  aides. 

He  said  the  interview  with  Ms 
Lewinsky  would  enable  them  to 
judge  her  demeanour  us  a witness 
and  explain  better  to  the  Senate 
what  new  information  she  might  be 
able  to  provide  by  testifying. 

However,  while  Republican  sena- 
tors appear  united  in  on  their  oppo- 
sition to  a quick  dismissal  of  the 
case,  several  remain  ambivalent 
about  the  issue  of  witnesses.  Olym- 
pia Snowe  of  Maine  said  on  NBC  she 
had  already  heard  sufficient  evi- 
dence to  make  up  her  mind  on  the 
charges.  Richard  Shelby  of  Alabama 
told  ABC  that  live  testimony  should 
be  heard  only  if  something  new 
could  be  added. 

However.  Gordon  Smith,  a Repub- 
lican senator  from  Oregon,  said: 
“The  need  for  witnesses  is  diminish- 
ing. it  is  not  eliminated.” 

With  Republicans  enjoying  a 55-15 
majority,  the  Democrats  would  need 
only  six  defectors  to  defeat  the 
request  for  witnesses  and  move  to 
closing  arguments  and  a final  vote. 


Vintage  1945 

S%t 


GP 

GlRARD-PERREGACIX 


For  ftxttver  Information- 

GIRARD -PERREGAUX  - 1,  place  u.romet  . . - ,.Ui  . 
(-4., 32  9.1  33  33  . F,x:  ,.41,32  913  04 


,ntroduv 
1 sPe«dk 

■ .'r-  - " ....... . « 


» .HENRY 
4JJ  BUTCHER 


Industrial  Consultants, 
Auctioneers  & Valuers 

+ 44171  4058411 


INSIDE 


* 

:•  J*  ^ 
‘"ma* 


i‘. !*«**•. 

i -fcw.»».  ti: 

m 

bMwvorui 
folk**  * « a 

Mm JM  v ■: 


re  fft*t  :-.i 

on  fV 


: '■**  *! 
;; : >t  a £ 

i; 

ns,n't  * 

nJ 

■•••'Posa^ 
•■  >::nut 


move  to  brin| 
ftchment  trial 


dfcwt.Tt 
T&  P*- 
Mi t ***- 

tar  i-.v 


S P-STv 

“/tp  Mpor<U4^ 

tear;: 


H*irt  *».<- 


3i 

14  Ikarus 

25 

Air  France 

16  Johnston  Press 

14 

Askar 

18  Krung  Thai  Bank 

• 18 

Banesto 

17  LucasVarity 

14 

Bank  of  Ayudhya 

18  Mitsubishi  Chemical 

17 

jfeo B 

17  Mond?  Minorco  Paper 

17 

ou 

16  Portsmouth  & S'land 

14 

Bectra 

14  Tafiaman  Energy 

16 

Enron  Corporation 

4 Thai  Mfltary  Bank 

18 

FederaFMogul 

14  UBS 

25 

France  Telecom 

17  USX-US  Stael 

16 

Gilat 

18  Unbanco 

16 

GKJc 

18  Vaux 

14 

Heflongltang  Ag  co 

14  V0h» 

16 

IEOAUX 


MARKET  STATISTICS 

taMs'niB' zT  fKp  excifflitpj  a 

^ teratoma*  Gtf  bonds  22  LaodonraonttewM  26 

i>;  companies dtoy  » Lonfl® share anrtw  ^ 

•/  DMJenA  and  company  into  21  funcfts  sante  2B-28 

etjcula  Ufrvffl  inflcas  29  MOW  HOriBtS  22 


FINANCIAL  TIMES 


COMPANIES  & MARKETS 


OIK  FWMtCML  TINES  LJMTSD  1999 


MONDAY  JANUARY  25  1999 


WmK  4 


UBS  ready  to  appoint  new  chairman 

In  1998  UBS,  Europe’s  biggest  bank,  lost  its 
chairman  and  three  top  executives,  posted  a 
SFr91 1m  {5659m)  third-quarter  net  loss  and 
was  stripped  of  its  triple  A credit  rating  by 
Moody’s.  This  week  it  is  likely  to  appoint  Alex 
Krauer  its  new  chairman.  Page  19 

Air  France  aims  to  raise  franchises 

Air  France,  the  French  national  carrier,  aims  to 
triple  the  number  of  passengers  carried  under 
franchise  agreements  in  the  next  two  years.  Air 
,,  France,  which  last  year  transported  600,000 
•*  passengers  under  franchise,  expects  to  raise 
)<  this  to  1.2m  this  year  and  is  waking  towards 
2m  in  the  year  to  March  31  2000.  Page  16 

Thai  banks  lose  less  than  expected 

Three  of  Thailand’s  leading  banks  - Bank  of 
Ayudhya,  Thai  Military  Bank,  and  state-owned 
Krung  Thai  Bank  - reported  big  losses  for  1998. 
but  they  were  smaller  than  expected  as  the 
banks  met  provisioning  requirements  to  avoid 
being  forced  to  ask  fa  government  assistance 
in  raising  new  capital.  Page  18 

Strong  data  may  push  dollar  up 

The  release  on  Friday, 
Euro  of  the  preliminary  esti- 

Spec  mate  of  US  gross 

domestic  product 

t.i8 growth  for  the  fourth 

f\  quarter  of  1998  will 

1-17— V j — — show  whether  the 

\ A economy  has  conttv 

1-16 \ — ued  to  boom.  Surging 

j \j  consumption  and 

f ? w 4*'“lJa«Mv  i999  "a  investment  are  likely  to 
j 22  have  resulted  in  a rise 

{ in  GDP,  which  may  put 

pressure  on  the  Federal  Reserve  to  raise  inter- 
est rates,  which  could  in  turn  push  up  the  dollar 
In  the  short  term.  Currencies,  Page  22 

Chavez  must  convince  the  markets 

The  Caracas  stock  market's  benchmark  IBC 
Index  has  fallen  by  30  per  cent  since  early 
December.  Hugo  Ch&vez,  set  to  take  office  as 
president  of  Venezuela  next  week,  has  given 
indications  of  heading  in  the  right  direction  but 
must  show  commitment  to  market-oriented 
policies.  Emerging  Market  Focus,  Page  24 

Unibanco's  profits  defy  volatility 

Unibanco,  Brazil's  third  largest  bank,  posted  a 
rise  of  5.4  per  cent  in  net  profits  to  R$454.1m 
($375.3m)  last  year,  despite  growing  volatility  in 
Brazil.  Earnings  grew  mainly  as  the  bank 
Increased  its  portfolio  of  high-yielding  govern- 
ment securities  and  reduced  lending.  Page  16 

Jifat  to  raise  £275m  on  Wall  Street 

lat  Satellite  Networks,  the  Israeli  manufacturer 
satellite  ground  stations,  hopes  to  raise  -i 

175m  on  Nasdaq,  the  US  market  At  Friday's 
share  price,  the  issue,  which  would  be  its  third 
and  biggest  equity  offering  on  Wall  Street, 
would  value  Gilat  at  about  $1bn.  Page  18 

3i  in  takeover  talks  with  Sectra 

3i  Group,  the  UK's  largest  venture  capital  fund, 
is  negotiating  the  takeover  of  rival  Elect ra 
Investment  Trust  3i  hopes  to  finance  the  deal 
with  a mixture  of  cash  and  shares.  Page  14 
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WTO  MEETS  TO  DEBATE  BANANA  WAR 

The  dispute  settlement  body  of  the  World  Trade 
Organisation  meets  today  in  Geneva  to  debate 
the  banana  trade  war  that  has  broken  out 
between  the  US  and  the  European  Union. 

\ CAP  PROPOSALS  PUT  TO  THE  VOTE 
/ On  Wednesday,  the  European  parliament  will 
yr  vote  in  Brussels  on  European  Commission 
proposals  for  the  reform  of  the  Common 
Agricultural  Policy.  Other  debate  will  Include 
prospects  for  EU-wide  co-operation. 

WORLD  ECONOMIC  FORUM  MEETS 
Thursday  sees  the  start  of  the  World  Economic 
Forum.  Senior  business  and  pofltlcal  figures  will 
meet  In  Davos  over  the  following  week  to 
discuss  the  state  of  world  affairs.  Kofi  Annan, 
United  Nations  secretary-general,  will  visit 


COMPANIES  IN  THIS  ISSUE 


Dasa  head  gloomy  over 
pan-European  defence 

Bischoff  warning  follows  BAe  acquisition'  of  Marconi 


By  Ralph  Atkins  bi  Bonn 

Germany's  DaimlerChrysler 
Aerospace  (Dasa)  has  warned 
that  the  creation  of  a pan- 
European  aerospace  and 
defence  company  might  he 
postponed  indefinitely. 

And  it  said  other  national 
companies  could  follow  Dasa’s 
example  and  contemplate  a 
“transatlantic  alternative”. 

Hie  comments  by  Manfred 
Bischoff,  Dasa  chief  executive, 
follow  last  week’s  acquisition 
by  the  UK’s  British  Aerospace 
of  Marconi,  the  defence  divi- 
sion of  General  Electric  Com- 
pany. Before  the  Marconi 
acquisition,  BAe  had  been 
working  on  a merger  with 


Mr  Bischoff  also  warned  that 
the  BAe /Marconi  deal,  which 
creates  the  world's  third  larg- 
est defence  company  by  sales, 
had  undermined  the  restruct- 
uring of  Airbus,  the  European 
civilian  aircraft  manufacturer, 
into  a single  company. 

He  argued  France  would  he 
reluctant  to  sanction  further 


steps  to  integrate  Airbus  after 
the  British  decision  to  “go  it 
alone”  had  left  the  future  of 
the  European  air  industry  in 
confusion. 

The  Dasa  chairman's 
remarks  will  set  back  hopes  In 
Bonn  and  London  that  the 
door  is  open  to  resuscitating 
the  Dasa/BAe  link  as  part  of  a 
wider  European  solution.  BAe 
says  plans  for  European  inte- 
gration remain  Intact  But  Mr 
Bischoff  said  the  goal  of  a pan 
-European  defence  company 
would  now  be  “extremely  diffi- 
cult” to  achieve. 

Asked  in  Der  Spiegel,  the 
German  news  magazine, 
whether  the  goal  could  have 
been  postponed  for  ever,  he 
replied:  “I  can't  rule  that  out” 

Possible  US  partners,  Mr  Bis- 
choff said,  included  Raytheon. 
Lockheed  Martin  and  Northrop 
Grumman.  Last  night  Dasa 
refused  to  comment  on  the 
content  of  possible  talks  with 
the  US  companies  but  indi- 
cated BAe's  decision  to  acquire 
Marconi  had  intensified  the 
group's  strategic  deliberations. 


However,  Mr  Bischoff  raised 
the  possibility  of  a link-up 
between  Dasa  and  French  com- 
panies Thomson -CSF  or  Aeros- 
patiale. Last  week  Lionel  Jos- 
pin. French  prime  minister, 
spoke  of  a Franco-German 
aeronautics  rapprochement. 
Mr  Bischoff  said  talks  with  the 
French  bad  not  been  neglected 
during  Dasa's  merger  negotia- 
tions with  BAe.  “Now  it  is 
clear  these  talks  have  received 
a new  momentum."  he  said. 

Mr  Bischoff  confirmed  that 
BAe/Dasa  talks  collapsed 
because  of  differences  over  the 
management  structure-  He 
said  Dasa  wanted  ” equal 
rights”  in  any  European  solu- 
tion. 

With  BAe/Marconi  a done 
deal,  attention  among  defence 
industry  observers  has 
switched  to  the  planned 
merger  between  state-con- 
trolled Aerospatiale  and  Lagar- 
d&re’s  Matra  defence  interests. 

Top-level  talks  between 
Lagardftre  and  the  French  gov- 
ernment were  said  late  last 
week  to  be  in  the  final  stages. 
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Scania 
prepares  to 
oppose 
likely  bid 
from  Volvo 

By  Tim  Burt  tn  Stockholm 


Manfred  Bischoff:  'cant  rule  out*  plan's  indefinite  postponement 


Estonia  to  sell 
telecoms  stake 


By  Vincent  Boland 
and  Mate}  Vipatruk 

The  first  international  equity 
offering  this  year  from  eastern 
Europe  gets  under  way  today 
when  the  Estonian  govern- 
ment begins  selling  a stake  of 
nearly  24  per  cent  in  the  coun- 
try's national  telecommunica- 
tions operator. 

The  sale  of  Estonian  Tele- 
com, which  will  raise  up  to 
*227m  based  on  an  indicative 
price  range  of  EK67/85  a share 
set  at  the  weekend,  is  being 
closely  watched  as  a barome- 
ter of  appetite  for  emerging 
market  stocks  in  the  wake  of 
Brazil’s  currency  crisis. 

It  is  by  far  the  biggest  initial 
public  offering  from  the  Baltic 
countries  and  reinforces  Eston- 
ia's lead  over  its  rivals,  Latvia 
and  Lithuania,  in  the  battle  for 
foreign  investment 

With  a market  capitalisation 
of  up  to  EKll.7bn  (about 
$865m)  if  priced  at  the  top  of 
the  range,  Estonian  Telecom 
will  also  be  the  region's  big- 
gest public  company  and  will 
have  a listing  on  the  London 
stock  exchange  as  well  as  in 


Tallinn,  international  inves- 
tors will  be  offered  global 
depository  receipts  in  the  com- 
pany. which  have  been  priced 
at  $14£8  to  $18.89  each.  Each 
GDR  represents  three  ordinary 
shares.  The  price  range  is 
higher  than  anticipated, 
reflecting  bullish  analysts' 
reports  on  Estonian  Telecom’s 
growth  prospects. 

The  international  tranche  of 
the  IPO.  is  being  lead  managed 
by  Nomura,  and.  ABN  Amro 
Rothschild.  Union  Bank  of 
Estonia  is  selling  shares  to 
local  investors.  A tranche  is 
being  targeted  at  retail  buyers. 
The  banks’  fees  for  the  trans- 
action are  believed  to  be 
between  225  and  2JS  per  cent 
of  the  value  of  the  deal 

The  listing  coincides  with 
the  completion  of  a complex 
restructuring  at  Estonian  Tele- 
com, advised  by  NM  Roths- 
child, that  wifi  leave  its  two 
strategic  shareholders.  Telia  of 
Sweden  and  Sonera  of  Finland, 
with  a combined  49  per  cent 
stake.  The  state  is  sailing  23.72 
per  cent  to  domestic  and  inter- 
national investors,  and  will 
retain  27.28  per  cent 


US  W^CIAL^SERVICES_^ROUP  MAKES  DEAL  WITH  LTCB  TRUSTEES 

GE  Capital  in  $6.9bn 
Japan  Leasing  move 


By  Paul  Abrahams -in  Tokyo 

GE  Capital,  the  financial 
services  subsidiary  of  US 
group  General  Electric,  has 
acquired  the  equipment  and 
auto  leasing- operations  of 
Japan  Leasing  for  about 
YSOObn  ($6u9bn). 

The  acquisition  is  the  largest 
ever  by  a foreign  buyer  in 
Japan. 

Christopher  Richmond, 
senior  vice-president  at  GE 
Capital,  said  his  ambition  was 
to  overtake  Orion  Corp,  the 
market  leader  in  Japanese 
leasing. 

The  move  follows  a series  of 
deals  by  GE  Capital  aimed  at 
strengthening  Its  position  in 
the  country's  rapidly  deregu- 
lating financial  markets. 

Last  year,  it  set  up  a joint- 
venture  with  Tobo  Mutual  Life 
Insurance,  and  invested  in 
Lake,  an  Osaka-based  con- 
sumer credit  company.  It  also 
acquired  Nissan  Finance,  a 
subsidiary  of  Nissan,  the 
motor  group.  GE  Capital 


AmbWore  Chriatoplimr  Bidunood 

already  has  $7bn  of  assets  gen- 
erating revenues  in  Japan. 

The  disposal  represents  the 
latest  rationalisation  of 
Japan’s  hanking  industry.  The 
Japan  Leasing  businesses  were 
sold  by  the  trustees  of 
Long-Term  Credit  Bank  of 
Japan. 

LTCB  was  nationalised  in 
October  because  of  huge  had 
debts,  many  of  which  were  in 
its  subsidiary  Japan  Leasing. 
The  subsidiary  failed  with 


more  than  Y2,000bn  of  debt 
during  September  in  Japan’s 
largest  ever  bankruptcy,  trig- 
gered by  badly  performing 
property-related  loans. 

The  trustees,  advised  by  US 
investment  bank  Goldman 
Sachs,  said  the  proceeds  from 
the  deal  would  be  used  to  pay 
down  Japan  Leasing's  debts. 

Japan  T.A*gmg  has  Y790bn  of 
leased  equipment  assets. 
Japan  Lease  Auto  is  the  sec- 
ond biggest  leasing  company 
in  Japan,  with  Yi30bn  in 
assets  and  140,000  vehicles 
under  management 

GE  will  also  acquire  Japan 
Leasing’s  infrastructure, 
including  its  sales  network, 
customer  service  centres  and 
back  operations. 

The  deal  should  be  com- 
pleted next  month.  GE  said  it 
expected  to  hire  about  800  of 
Japan  Leasing's  1,000  staff,  as 
well  as  all  of  Japan  Leasing 
Auto’s  500  workforce. 

It  was  also  reported  that  Fuji 
Bank  may  ask  the  government 
for  YLOOObn  of  public  ftmds. 


Senior  managers  at  Scania,  the 
Swedish  heavy  truck  manufac- 
turer, have  begun  preparing  a 
detailed  defence  against  a pos- 
sible takeover  bid  from  Swed- 
ish automotive  rival  Volvo, 
which  values  the  business  at 
SKrTObn  ($8.8bn)  to  SKr75bn. 

This  price  - equivalent  to 
SKr350  to  SKr375  a share  - 
could  prove  an  obstacle  to  a 
deal  sought  by  Volvo  to 
strengthen  its  position  in  the 
rapidly  consolidating  automo- 
tive industry. 

Volvo  could  not  finance  the 
purchase  from  Its  cash 
reserves.  There  has  been 
mounting  speculation  that  it 
would  have  to  fund  it  through 
a partial  or  outright  disposal 
of  Its  car  division. 

Scania’s  shares  closed  down 
SKrS  at  SKr230  on  Friday, 
equivalent  to  a market  capital- 
isation of  SKr46bn. 

The  defensive  review  follows 
Volvo's  SKr5.2bn  acquisition  of 
a near  u per  cent  stake  in 
Scania  this  month.  Before  Vol- 
vo's share  acquisition,  the 
stock  was  trading  below  its 
1996  flotation  price  of  SKrl80  a 
share. 

Scania's  board  - controlled 
by  Investor,  the  main  holding 
company  for  Sweden's  Wallen- 
berg business  empire  - has 
, asked  the  management  team 
to  explore  strategic  options 
promising  better  synergies  and 
potential  sales  growth  than  a 
merger  with  Volvo’s  heavy 
trucks  division. 

Volvo  has  told  Investor  that 
it  wants  to  buy  Scania.  But 
| they  have  failed  to  agree  a 
price  or  structure  for  the  deal. 

Scania's  management,  mean- 
while. has  warned  that  a 
merger  with  Volvo  would 
promise  few  synergies  in  the 
near  term.  Both  companies 
have  recently  launched  heavy 
truck  platforms  with  a 12  to 
I 15-year  product  cycle. 

“There  would  be  few  genu- 
ine product  synergies  or  com- 
ponent sharing  for  a decade," 
said  one  official.  Scania  man- 
agers also  predicted  difficulties 
in  merging  dealership  net- 
works, dominated  by  indepen- 
dent franchise  operators  in 
Europe. 

If  the  companies  were 
merged,  moreover,  Scania  pre- 
dicts the  eventual  synergies 
would  result  in  up  to  12.000 
jobs  losses,  of  which  three- 
quarters  would  be  in  Sweden. 
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Brazil’s  burning  fuse 
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Many  investors  have  taken 
comfort  from  the  fact  that  the 
financial  impact  of  the 
Brazilian  devaluation  10  days 
ago  has  been  less  dramatic 
than  jt  might  have  been.  In 
contrast  to  the  aftermath  of 
the  Russian  debt  default  last 
Atigu Kt  or  the  devaluation  of 
the  Thai  baht  the  previous 
July,  there  have  been  few 
fireworks  in  the  global 
financial  markets. 

True,  emerging  market 
bonds  and  stocks  have  been 
affected,  with  average  bond 
spreads  widening  by  about  250 
basis  points  over  Treasuries 
and  stock  indices  dropping  by 
10  per  cent  or  more.  But  this  is 
mild  in  comparison  to  the 
meltdown  last  August  and  In 
late  1907  when  'stock  markets 
lost  up  to  80  per  cent  of  their 
capitalisation  and  bond 
spreads  more  than  quadrupled. 
Is  this  cause  for  optimism? 
Unfortunately,  quite  the 
reverse. 

The  financial  dimension  of 
the  emerging  market  crisis  has 
largely  been  played  out  Most 
I In  the  global  Investment 
industry  had  already 
anticipated  the  inevitability  of 
the  devaluation  of  the 
Brazilian  Real  and  had 
j consequently  minimised  their 

exposure  to  emerging  market 
I securities.  The  huge  capital 
' outflow  from  Brazil  prior  to 
the  devaluation  can  best  be 
i described  as  an  expatriation  of 
funds  by  domestic  investors 
rather  than  a repatriation  of 
I capital  by  foreign  investors,  fn 
| contrast  to  their- heavy 
! speculation  in  Asia  and 
Russia^  western  hedge  funds 
I and  other  leveraged  Investors 


played  virtually  no  role  in 
Brazil's  devaluation.  As  such, 
the  firamraai  contagion  of  the 
Brazil  crisis  has  so  for  been 
limited.  Hedge  funds  are  not 
selling  positions  in  unrelated 
markets  to  meet  growing 
margin  calls  resulting  from 
losses  in  Brazil  (as  they  were 
compelled  to  do  after  Russia). 

There  is  thus  little  comfort 
to  be  derived  from  the  muted 
response  of  the  markets  to  the 
I Brazil  crisis-  Instead,  investors 
should  be  evaluating  the 
impact  of  the  crisis  in  a 
| different  light  The  collapse  of 
the  Real,  which  has  lost  more 
than  30  per  cent  of  its  value 
Since  January  14,  will  have  a 
profound  effect  on  the 
economies  .of  its  Latin 

American  neighbours,  notably 
Argentina  and  Uruguay,  which 
send  more  than  SO  per  cent  of 
their  exports  to  Brazil 

This  in  tom  win  hit  the  US 
economy,  which  sends  more 
than  a fifth  of  its  exports  to 
Latin  America.  This  is  in 
striking  contrast  to  Russia, 
which  only  took  about  1 per 
cent  of  US  exports  prior  to  the 
default  last  August  The  crisis 
Is  therefore  mitering  a more 
conventional  phase;  expect 
fewer  pyrotechnics  in  the 
financial  markets,  hut  watch 
the  slow  fuse  burning  its  way 
into  the  real  economy. 

What  does  this  mean  for 
global  portfolio  investors?  For 
western  bond  markets,  if  can 
only  be  good  news.  Yields  on 
US  and  German  government 
bends  win  probably  fell 
further  as  the  deflationary 
Impact  of  lower  commodity 
and  manufactured  goods  prices 
feeds  through  to  western  retail 


price  indices.  But  for  everyone 
else,  including  the  Panglossian 
. US  equity  investor,  the  Brazil 
devaluation  must  eventually 
be  bad  news. 

This  is  particularly 
unfortunate  for  South  Korea 
and  Thailand,  both  of  which 
appear  to  be  turning  the 
corner  after  IB  months  of 
severe  economic  contraction. 

Last  week  Fitch  IBC  A,  the 
rating  agency,  restored  Korea's 
investment  grade  status  on  its 
sovereign  bonds.  But  In  spite 
of  the  fact  that  the  Korean  and 
Thai  stock  markets  axe  trading 
26  per  cent  and  33  per  cent 
below  their  June  1997  levels, 
there  Is  little  immediate  scope 
for  an  upside.  The  benign 
effects  of  the  appreciation  of 
the  yen  against  the  dollar, 
which  improves  the 
competitiveness  of  Asian 
exports  to  Japan,  is  likely  to 
be  neutralised  by  the  price 
affects  of  the  devaluation  in 
Brazil  and  the  increased 
competitiveness  of  Latin 
American  exports. 

Ominously,  most  Asian 
bourses  fell  sharply  at  the  end 
of  last  week  on  renewed  fears 
about  China’s  willingness  to 
maintain  its  exchange  rate 
against  the  US  dollar.  China 
will  probably  not  devalue. 

But  the  feet  that  the 
markets  once  again  perceive 
the  Chinese  renminbi  as 
wobbly  indicates  that  China's 

export  growth  Is  expected  to 
alow  further.  And  what  is  true 
for  China  is  doubly  true  for 
most  other  emerging  markets- 
It  wfil  take  skill  and  a lot  of 
luck  for  the  world’s  leaders  to 
prevent  this  economic  crisis 
from  intensifying. 
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Federal 

seeks 
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talks 
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Federal-Mogul,  the  US  car 
ports  group,  Is  understood  to 
have  requested  talks  with  its 
UK  rival  LucasVarity  about 
a possible  takeover.  Lucas- 
Varity, with  a current  mar- 
ket value  of  £3bn.  Is  the 
larger  of  the  two  groups,  but 
Dick  Snell,  Federal-Mogul's 
chairman,  is  said  to  be  confi- 
dent that  it  could  afford  a 
full-blown  takeover  rather 
than  a no-premium  merger. 

Any  offer  may  include 
Federal-Mogul  shares,  which 
have  performed  strongly  in 
the  past  IS  months  despite 
the  debts  which  Mr  Snell  has 
taken  on  to  make  three  big 
acquisitions.  LucasVarity's 
UK  shareholders  showed 
their  reluctance  to  hold  US 
paper  by  blocking  its  pro- 
posal to  domicile  late 

last  year,  but  the  majority  of 
its  investors  are  American. 

Federal-Mogul  is  believed 
to  be  eager  to  establish  how 
far  LucasVarity  has  prog- 
ressed in  talks  with  other 
automotive  groups,  particu- 
larly TRW  of  the  US.  with 
which  LucasVarity  already 
has  a joint  venture. 

Victor  Rice.  LucasVarity’s 
chief  executive,  has  told 
investors  to  expect  news  of  a 
strategic  review  with  its 
□ext  results  on  March  25. 
Analysts  believe  this  may 
include  a merger  of  the  auto- 
motive business,  but  talk  of 
a spin-off  of  the  aerospace 
division  is  understood  to  be 
wide  of  the  mark. 

Investment  bankers  and 
analysts  are  focusing  on  the 
boardroom  relationship 
between  Mr  Rice  and  Ed 
Wallis,  tbe  chairman  of 
PowerGen  who  took  over  as 
chairman  of  LucasVarity 
last  year.  Some  say  that  Mr 
Wallis  is  keener  on  a take- 
over, whereas  Mr  Rice  is 
eager  to  negotiate  a merger 
of  equals,  but  people  familiar 
with  the  pair  insist  that  the 
two  are  united  on  strategy. 

LucasVarity  was  formed 
by  the  merger  of  Lucas 
Industries  and  Varity  Corpo- 
ration in  1996.  The  pedes- 
trian performance  of  its 
shares  and  accusations  that 
the  deal  was  a takeover  by 
Varity,  have  led  analysts  to 
say  former  Lucas  Industries 
shareholders  would  not 
stomach  a second  no-pre- 
mlum  deal.  Mr  Rice  has 
made  no  secret  of  his  frus- 
tration with  the  UK  market, 
pointing  to  the  high  rating 
given  to  Federal-Mogul's 
shares  to  show  that  the  UK 
undervalues  automotive 
components  groups. 


Long  fight  for  P&S  now  inevitable 


By  Alan  Cane 


A long  drawn-out  battle  for 
Portsmouth  & Sunderland 
Newspapers  now  seems  inev- 
itable after  the  regional 
newspaper  group's  board 
decided  yesterday  to  warn 
shareholders  against  accept- 
ing a £16  a share  tender  offer 
for  10  per  cent  of  the  com- 
pany from  Johnston  Press. 

It  said  other  potential  bid- 
ders had  emerged  since  Fri- 
day, when  Johnston,  whose 
press  holdings  include  the 


Halifax  Courier  and  the 
Peterborough  Evening  Tele- 
graph. published  its  tender 
offer,  a 35  per  cent  premium 
to  the  market. 

Johnston  has  already  built 
up  a 1-L99  per  cent  stake  in 
P&S.  Earlier  negotiations 
which  would  have  led  to  the 
acquisitionof  P&S  by  John- 
ston were  terminated  last 
year,  when  the  two  compa- 
nies failed  to  agree  a price. 

Charles  Brims,  P&S  chief 
executive  said  yesterday 
that  the  company  did  not 


need  to  sell  out  and  was  not 
for  sale. 

A letter  to  be  sent  to 
shareholders  today  signed  by 
Sir  Stephen  Waley-Cohen. 
P&S  chairman,  will  accuse 
Johnston  of  “smash  and 
grab"  tactics  designed  to 
“bounce"  shareholders  into 
accepting  its  tender  offer. 

The  letter  will  say  that 
the  Johnson  bid  does  not 
represent  the  true  value  of 
the  company,  adding:  “The 
P&S  board  would  recom- 
mend an  offer  from  a party  ■ 


which'  did  reflect  true 
value". 

Mr  Brims,  would  not  be 
drawn  on  what  he  consid- 
ered fair  value  for  the  com- 
pany, except  to  say  the  John- 
ston offer  was  “a  long  way 
off".  Neither  would  be  iden- 
tify the  new  prospective  bid- 
ders. It  is  believed  that  two 
approaches  have  been  made, 
however,  one  by  a newspa- 
per group,  the  other  from  a 
financial  investor. 

Analysts  have  suggested 
that  Newsquest  and  News 


Communications  and  Media, 
both  newspaper  groups  with 
publishing  Interests  adjacent 
to  PAS’S  south  coast  newspa- 
pers. could  be  interested. 

Sir  Stephen's  letter  to 
shareholders  will  point  out 
that  the  Johnson  tender 
offer  is  an  unusual  way  of 
initiating  g,  full  bid  and  that 
it  allows  then  only  five  days 
in  which  to  decide  whether 
or  not  to  sell  their  shares. 

P&S  is  advised  by  Charter- 
house;  Johnston  by  Roths- 
child- - 


Vaux  breweries  sale  near 


By  David  Blackwell 


Vaux.  the  pubs  and  hotels 
group,  is  close  to  completing 
the  sale  of  its  breweries 
operation  and  could 
announce  a deal  this  week 
ahead  of  its  annual  meeting 
on  Friday. 

Front  runner  to  buy  the 
two  breweries.  350  tenanted 
pubs-  and  wholesaling 
operations  put  on  the  block 
by  the  Sunderland-based 
group  in  September  is  Frank 
Nicholson,  younger  brother 
of  Sir  Paul  Nicholson,  the 
group’s  nonexecutive  chair- 
man. Mr  Nicholson  Is  lead- 
ing a management  buy-out 
bid  thought  to  be  worth 
between  £75m  and  £100m. 

Last  month.  Sir  Paul  made 
it  clear  that  he  wanted  to 
keep  the  breweries  open  - 
unless  It-  could  be  convinc- 
ingly demonstrated  that  not 
to  do  so  would  raise  many 
millions  of  pounds  more. 
Martin  Grant,  the  chief  exec- 
utive who  launched  a strate- 
gic review  after  joining  in 
June,  said  then  that  he 
expected  to  complete  the 
sale  in  January  or  February. 

News  that  the  breweries 
were  up  for  sale  prompted 
Sunderland's  two  MPs  to 
write  to  Peter  Mandelson, 
then  industry  secretary,  call- 
ing for  him  to  ensure  the 


Frank  Nfchoteon  (toft)  with  his  eider  brother  Sr  Paul  Ashley  Astiwood 


brewery  stayed  in  business. 
They  said  they  could  not 
overstate  the  anger  in  the 
area  if  the  breweries  were 
sold  to  a rival  brewer  and 
closed  down,  losing  600  jobs 
in  Sunderland  and  150  In 
Sheffield. 

Local  support  for  Frank 
Nicholson,  managing  direc- 
tor of  the  brewing  and  pubs 
division  of  the  group.  Is 
strong.  In  spite  of  brewing 
overcapacity  in  the  UK,  his 
team  believes  it  can  create  a 


successful  Independent  busi- 
ness by  focusing  on  quality 
products  and  marketing. 

Brewing  at  Its  Sunderland 
site  dates  back  to  1875,  but 
the  brewery  has  been  mod- 
ernised, soaking  up  £lLm  of 
investment  in  the  past  10 
years.  It  produces  beers  such 
as  Samson  and  Lambtons 
and.  importantly  in  view  of 
drinking  trends,  ajflQ  fiariing 
Black  Label  and  Heineken 
lager  under  licence  from 
Bass  and  Whitbread. 


HK  share  listing  postponed 


By  Rahul  Jacob  fai  Hang  Kong 

Volatility  on  the  Hong  Kong 
stock  market  has  forced  a 
mainland  Chinese  company 
to  postpone  plans  for  a 
HKJLTbn  (£l30m)  listing. 

The  move,  by  the  Heilo- 
ngjiang Agriculture  Com- 
pany. Is  the  latest  sign  of 
widespread  disenchantment 
with  mainland  companies 
following  a stream  of  disap- 
pointing earnings  figures. 

The  offering  was  seen  as  a 
bellwether  of  Investor  senti- 
ment, because  it  would  have 
been  the  first  listing  this 
year  of  shares  in  mainland 


enterprises  listed  on  the 
Hong  Kong  market,  or  “H 
shares".  Heilongjiang  Agri- 
culture Company  said  it  had 
to  put  off  the  offering  “due 
to  material  changps  in  mar- 
ket conditions"- 
Last  week,  concerns  about 
the  debts  of  Chinese  compa- 
nies weighed  heavily  on 
Hong  Kong’s  Hang  Seng 
index,  dragging  it  down  4 
per  emit.  Comments  by  Bar- 
ton Biggs,  a strategist  at 
Morgan  Stanley  Dean  Witter, 
also  rattled  investors  when 
he  said  Brazil's  devaluation 
would  lead  to  further  insta- 
bility in  Asia. 


The  larger  backdrop  for 
the  listing  was  equally 
unpromising.  Ever  since 
Guangdong  International 
and  Investment  Corporation 
(GITIC),  a government 
backed  investment  company 
with  debts  of  US$4J3bn,  filed 
for  bankruptcy  earlier  this 
month,  investors  and  bank- 
ers have  been  unnerved  by 
reports  of  Chinese  compa- 
nies with  cashflow  problems 
and  large  debts. 

ENG  Barings,  the  .global 
coordinator  for  the  IPO.  and 
Heilongjiang  started  presen- 
tations to  potential  investors 
on  January  ll. 


Gilts  outshine 
shares  in  1990s 


By  James  Mackintosh 


Gilts  have  outperformed  UK 
shares  since  tbe  beginning  of 
the  decade,  despite  a long- 
running  equities  bull  mar- 
ket The  strong  returns  from 
gilts  - highlighted  in  the 
influential  Barclays  Capital 
Equity-Gilt  study  to  be  pub- 
lished next  month  - could 
prompt  some  institutions  to 
reconsider  their  investment 
strategy. 

Kevin  Adams,  bond  ana- 
lyst at  Barclays  Capital  and 
compiler  of  the  report,  said: 
“The  environment  is  chang- 
ing. Tbe  disinflationary 
shocks  we  have  had  in  the 
past  year  are  the  opposite  of 
the  inflationary  shocks  we 
saw  in  the  1970s.  There  is  a 
good  chance  that  bonds  will 
outperform  again  in  1999." 

Last  year’s  total  return  - 
capital  gains  plus  income  - 
on  guts  was  21.6  per  cent 
after  allowing  for  inflation, 
against  10.6  per  cent  on  equi- 


ties. Shares  were  hit  by  the 

Russian  devaluation  in  late 
gum  mar  and  ended  the  year 
only  marginally  higher  than 
they  began  it. 

Since  the  start.. of  the 
1990s,  giifa  with  more  than 
10  yeans  to  run  have  given 
investors  a total  return  of 
24&2  per  cent,  against  229.1 
per  «»nt  from  the  FTSE  All- 
share  index. 

Mr  Adams  said  many  fun- 
damentals had  changed  in 
the  decade,  all  in  favour  of 
gilts.  He  said  the  prospect  of 
low  and  falling  inflation  was 
likely  to  buoy  prices  over 
the  next  year.  The  shock  of 
collapsing  currencies  in  Asia 
as  was  good  for  bonds, 
which  terid  to  fall  in  price 
when  inflation  is  expected. 

Mr  Adams  said  tbe  short- 
age of  gflts  resulting  from 
lower  government  borrowing 
plans  would  support  prices. 
Pension  funds  were  invest- 
ing more  in  gilts  because  of 
tax  changes  to  dividends. 
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31.  one  of  the  few 1 SUBectr*  Investment  Trust 

rhATnuions  of  sioHlter  comp*  . . _ ^ 

S^rstobefollou’mg 
a “big  is  beautiful"  strategy  7® 
for  itself.  A £lbn-plus  bid  for 
Electra  Investment  Trust  cer- 
tainly makes  strategic  sense. 

Electra  had  focused  on  far 
fewer,  but  bigger,  invest- 
ments. Buying  U would 
strengthen  3i’s  hand  in  conti- 
nental Europe  and  in  larger 
venture  capital  deals.  It 
would  also  bring  a culture  of 
more  active  involvement  in 
companies  following  the  hu- 
Hai  investment  3i's  volume- 
driven,  hands-off  style  has 

laid  it  open  to  the  accusation  ^ ^ Umcd 

that  ^ ‘to  the  UK’s  languishing  4 

S i*  sbS have  recovered nuKh ofthJ 
middle  of  last  year.  Electra  s bourn  ha* 
Cleft  3i  trading  at  a 17  per  cent  pre} 

££  beautiful  in  the  investment  trast  mrld?  If 
sSpS  to  scoop  up  another  portMJ.  £ 
ter  throueb  its  extensive  network,  too  !»»»>  of  Electra  s 
disappear.  This  at  least  telk  ofa 

hostile  bid  look  wide  of  the  mark.  But  hearmfi : » ‘ ™nd 
Eiectra’s  conviction  about  the  potential  of  its  portfolio,  buy 
ing  agreement  will  not  come  cheaplj- 

LucasVarity 

It  is  about  time  a hostile  bid  broke  out  for  Laicast  artty- The 
company  needs  to  defend  its  record  under  \ ictor  Rm.  nrtuch 
is  notbad.  Both  profit  margins  and  the  ordtr  book  haw 
been  built  up.  It  has  strong  positions  in  its  chcaea 
ponents  markets,  and  an  aerospace  division  that  would  be 
attractive  to  rivals.  The  group  is  clearly  undervalued  .iv 
£3bn,  only  two-thirds  of  its  sales.  w 

A hostile  bid  from  Federal  Mogul,  with  a paper  element 
would  invite  some  timely  scrutiny  of  that  hyperactive  com- 
pany It  may  well  make  industrial  sense  to  put  the  old  Lucas 
together  with  T&N.  as  the  latter’s  chairman  suggested  m 
1994.  But  that  only  confirms  that  T&N  s relativelj  new 
owner  should  offer  a fetter  premium  than  the  rumoured  20 
per  cent,  if  It  is  really  interested. 


3i  in  talks  to  take  over  Electra 


By  James  Mackintosh 


31  Group,  the  UK’s  largest 
venture  capital  fund,  is  nego- 
tiating the  takeover  of  its 
main  rival,  Electra  Invest- 
ment Trust,  in  an  attempt  to 
create  a dominant  listed 
European  venture  capital 
business  with  assets  of  more 
than  £4.4bn  ($7.3  bn) 

3!  yesterday  confirmed  dis- 
cussions were  ^kfog  place 
but  refused  to  give  further 
details. 

It  is  understood  the  groups 
are  divided  over  both  the 
price  Si  should  pay  and  the 
value  of  Eiectra’s  invest- 
ments in  unquoted  compa- 
nies. Electra’s  joint  venture 
with  Fleming,  the  invest- 
ment bank,  could  also  prove 
a sticking  point,  although  it 
has  not  yet  been  discussed 
in  detafl. 


3i  hopes  to  pay  with  a mix- 
ture Of  cash  apri  shares  and 
snap  up  Electra  at  a substan- 
tial discount  to  the  value  of 
its  assets,  but  people  dose  to 
Electra  insist  its  board 
wants  a premium  to  the  net 
asset  value.  “It  is  not  the 
principle  of  independence  it 
is  the  principle  of  price."  one 
said.  'The  idea  that  you  buy 
something  for  less  than  its 
net  assets  is  something  the 
board,  and  no  doubt  the 
shareholders,  would  have  a 
problem  with.” 

Electra  shares  are  at  a dis- 
count of  about  17  per  cent  to 
the  last  official  NAV  calcula- 
tion, or  22  per  cent  to  the 
latest  estimate  of  729p  per 
share. 

3i  dismisses  this  estimate 
as  too  high.  However, 
observers  poured  cold  water 
on  suggestions  that  3i  might 


mount  a hostile  bid  if  the 
negotiations  collapse. 

The  lure  for  3i  is  Eiectra’s 
portfolio,  which  at  about 
£lbn  is  a third  the  size  of  its 
own.  “The  combination 
would  have  more  financial 
muscle,  a better  credit  rating 
and  a better  ability  to  com- 
pete for  projects,"  an 
observer  said. 

Brian  Larcombe.  chief 
executive  of  3i,  is  also  inter- 
ested in  Eiectra’s  interna- 
tional network.  The  Euro- 
pean offices  would 
strengthen  3i’s  position  in  a 
market  it  regards  as  an 
“attractive  environment"  for 
venture  capital. 

Eiectra’s  US  operation 
would  give  3i  a presence  in 
North  America  after  several 
years  absence. 

However.  Mr  Larcombe  is 
believed  to  view  Electra 


Fleming,  the  company  half- 
owned  by  Flemings  which 
manages  Eiectra’s  funds,  as 
a “freebie"  that  is  far  less 
important  than  the  portfolio 
and  overseas  operations. 

Executives  close  to  Electra 
Fleming  said  executives  are 
thought  to  oppose  to  the 
deal.  “They  are  cutting  up 
rough."  one  said.  “Electra 
Fleming  do  not  necessariU 
want  to  have  their  toy  taken 
away." 

Iain  Scouller,  investment 
trust  analyst  at  Warburg  Dil- 
lon Read,  said  if  negotiations 
failed  and  the  bid  turned 
hostile  it  would  be  a disas- 
ter. “It  is  a people  business 
and  you  have  got  to  get 
agreement,"  he  said.  How- 
ever, he  said  the  bid  made 
several  smaller  venture  capi- 
tal investment  trusts  look 
vulnerable. 


? 


Mirabaud  Finance  S.A. 

(a  member  of  the  Mirabaud  Group) 


has  purchased  from 


Jardine  Fleming  International  Holdings  Limited 

100%  of  the  share  capital  of 


Aegis  AG 

December  1998 


Aegis  AG  new  address  as  of  Jan.  25th  1 999  is 
Munsterhof  17 
(P.0.  Box) 

CH-8022  Zurich,  Switzerland 
1:0041-1-226  38  58 
F.:  0041-1-226  38  50 


This  announcement  appears  as  a matter  of  record  only 


Joint  announcement  by 

THE  GOVERNMENT  OF  ZAMBIA  (GRZ), 

ZAMBIA  CONSOLIDATED 
COPPER  MINES  LIMITED  (ZCCM) 

and 

ZAMBIA  COPPER  INVESTMENTS  LIMITED  (ZCI) 


ZCCM  PRIVATISATION 


The  Government  of  the  Republic  of  Zambia  (GRZ),  Zambia  Consolidated  Copper  Mines  Limited 
(ZCCM)  and  Zambia  Copper  Investments  Limited  (ZCI)  (the  company  through  which  Anglo 
American  Corporation  of  South  Africa  Limited  (AAQ  holds  its  interest  in  ZCCM)  announce  that  they 
have  concluded  a Memorandum  of  Understanding  (MOLD  regarding  the  acquisition  by  ZCI  and 
partners  of  an  80%  interest  in  a new  company  which  will  acquire  the  assets  of  the  Konkola  (including 
Konkola  Deep),  NJcana  and  Nchanga  Divisions  of  ZCCM  and  its  Nampundwe  mine. 

Tbe  MOU  specifies  a number  of  pre-conditions  that  must  be  satisfied  prior  to  the  signing  of  legally 
binding  agreements.  These  include: 

• the  formation  by  ZCI  of  a consortium  of  partners  including  a substantial  mitring  partner  to  ioin  it  in 

the  investment;  J 

■ the  raising  of  non-recourse  third  party  finance; 

• confirmation  of  ZCTs  due  diligence  on  the  state  of  the  assets; 

• the  conclusion  of  negotiations  on  all  outstanding  issues  on  a basis  acceptable  to  GRZ,  ZCCM  and 
ZCI,  and 

• lauding  of  defined  retrenchments  by  ZCCM  using  funds  sourced  by  GRZ  from  the  multilateral 
donor  community. 

The  agreed  purchase  consideration  is  US$90  million  to  be  settled  by  way  of  a cash  payment 
to  addition,  ZCCM  will  have  a 5%  free  and  a 15%  repayable  carried  toreiJin  to  new  ?om^y 

r^T0115' 1116  «P“ts  10  commit  capital  expenditure  of 

US$300  million  during  the  tat  three  years  and,  subject  to  raising  further  thiid  party  project  ft-™-. 

“ soon  23  possibie  Konko,a  ^ ^ - • «*“  - 

In  a parallel  transaction.  GRZ  has  agreed  to  purchase  ZCI's  shareholding  in  ZCCM. 

GRZ,  ZCCM  and  TCI  are  committed  to  achieving  satisfaction  of  the  pre-conditions  and  comnletin* 
negotiation  on  all  outstanding  issues  as  quickly  as  possible,  with  the  object  of  achieving  closure  ofth! 
transaction  not  later  than  31  March  1999.  Meanwhile  ZCI,  with  assistance  "om^C  .m 

!Z^^l<TDen<itP  rg  “P'?“Ced  P™1™1  an  Copperbelt  to  monitor  o^ratbns  ^ 
“c "(teSS"*  “ ra“e  manage™m  WhM  « ■»  » facilitate  the 

‘Underloading  e“m f Fe^Wra  £ MuMira  smfh''  ‘S,  “ M““">  <* 

the  sale  of  Mrfulira  as  an  itmtpaed^kage  Smelter  “d  refinei>‘  'Militate 

These  transactions  ana  subject  to  obtaining  all  necesstuy  regulatory  and  sharaholders  approvals. 

2 2 January  1999  . . . 
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(Sy  France  Telecom  1 

Public  Offering  in  France  of  50^500,000  Shares  i 

(FF  25  nominal  value)  | 

Offering  Price:  FF  390  per  Share  B 

Global  Coordinators  1 

Banque  Nationale  de  Paris 

Paribas  1 

Banque  Nationale  de  Paris 

Lead  Manager 

I 

Paribas 

Joint  Lead  Manager 

R? 

& 

■.! 

LAZARD  CAPITAL  MARKETS 

DEUTSCHE  BANK  FRANCE  SA 

SOOETE  GENERATE  - CREDIT  DU  NORD 
• CAISSE  RATIONALE  DE  CREDIT  AGRICOLE 

CREDIT  LYONNAIS 

CDC  MARCHES 

UNION  EUROPEENNE  DE  GC 

CCF  CHARTERHOUSE 

CCBP  - NATEX1S 

3 

£ 

rj 

BANQUE  FEDERATIVE  DU  CREDIT  MUTJEL 

ABN  AMRO  ROTHSCHILD 

UNION  DE  GARANTIE  ET  DE  PLACEMENT 

BANQUE  CPR 

BANQUE  DU  LOUVRE 

BANQUE  WORMS 

V. 

,'j 

ij* 

Si 

rj 

Advisers  to  the  French  State 

Advisers  to  the  Compagny  ff 

Deutsche  Bank 

Banque  Nationale  de  Paris  £ 

Paribas 

Lazord  Freres  et  Cie  | 

Merrill  Lynch  International  1 

November  1998  11 
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France  Telecom 

International  Offering  of 41,731,257  Shares 
(FF  25  nominal  value) 

Offering  Price:  FF  400  per  Share 

Global  Coordinators 

Paribas  Banque  Nationale  de  Paris 

Paribas 

Global  Lead  Manager 


Banque  Nationale  de  Paris 
Global  Joint  Lead  Manager 

Deutsche  Bank 
Senior  Co-Lead  Manager 

ABN  AMRO  ROTHSCHILD 
SC  INVESTMENT  BANKING 
CREDIT  SUISSE  FIRST  BOSTON 
CDC  MARCHES 

SALOMON  SMITH  BARNEY  INTERNATIONAL 

CA2EN0VE  & CO 
NATEX1S-CCBP 
BANQUE  CPR 

BANQUE  GENERATE  DL'  LUXEMBOURG  50C2ETE  ANONYME 
OBCWOOD  GUNDY  SECURITIES  INC 

MEDIOBANCA-RANCA  Dl  CREDTTQ  F1SAKZIAR1Q  S PA. 
SANTANDER  INVESTMENT 


Advisers  to  the  French  State 


Deutsche  Bank 
Paribas 


Merrill  Lynch  International 
Global  Joint  Lead  Manager 

Lasjxrt I Capital  Markets 
Senior  Co-Lead  Manager 

CREDIT  LYONNAIS 
CREDIT  AGRICOLE  LVDOSL'ET 

ccf  charterhouse 

LEHMAN  BROTHERS 

DONALDSON.  LUFKIN &]ENRETT& 
BANQUE  WORMS 
DATOA  El  ROPE  LIMITED 
UNION  ELTCOPEENNE  PE  C1C 
BANQIT  DU  LOL'VRE 
CA  IB  INVES  TMENTBANK 
DG  BANK 

ra.lv.Tft  IMIlMk 

RABO  SECURITIES 

UNION  DE  GARAVTJE  ET  DE  PLACEMENT/ODDO  FINANCE 


Advisers  to  the  Company 

Banque  Rationale  de  Paris 
hazard  Fr&res  et  Cie 
Merrill  Lynch  International 


November  1998 
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;Fj  France  Telecom 


2,538,543  Convertible  Bonds  due  2004 
Offering  Price:  FF  5JL48  per  Bond 
each  convertible  into  10  Shares  of  France  Telecom 


Lead  Managers 


Paribas  Banque  Nationale  Merril  Lynch 

de  Paris  International 

Bookrunner 

Senior  Co-Lead  Managers 


SG 

Investment  Banking 


Lazord  Capital  Markets 


Deutsche  Bank 


Co-lead  Managers 


ABN  AMRO  ROTHSCHILD 
CREDIT  SUISSE  FIRST  BOSTON 


CREDIT  AGRICOLE  INDOSUEZ  CREDIT  LYONNAIS 

LEHMAN  BROTHERS  MORGAN  STANLEY  DEAN  WITTER 
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CONSTRUCTION  EQUIPMENT  SWEDISH  GROUP  TO  USE  SOUTH  KOREAN  PLANT  AS  HUB 

Volvo  arm  targets  SE  Asia 


By  Peter  Harsh 


The  omstruction  equipment 
division  of  Volvo,  the  Swed- 
ish vehicles  and  industrial 
company,  is  pressing  ahead 
with  plans  to  use  its  newly 
acquired  South  Korean  fac- 
tory as  a new  hub  to  expand 
in  south-east  Asia. 

Tryggve  Sthen,  chief  exec- 
utive of  the  division,  said  he 
was  optimistic  about 
demand  for  excavators  and 
other  earth-moving  equip- 
ment in  Korea,  China  and 
Indonesia.  “There  are  signs 
that  [demand  in  ] Korea  has 
bottomed  out.”  he  said. 

Volvo's  construction 
equipment  subsidiary  had 
sales  last  year  of  more  than 
$2bn,  making  it  one  of  the 
world's  biggest  five  makers 
of  earthmovlng  equipment. 

Mr  Sthen’s  comments  con- 
firm recent  reports  that 
financial  conditions  in 
south-east  Asia  may  be 
starting  to  stabilise  after  the 
economic  turmoil  of  the  past 
18  months. 

Last  year  Volvo  agreed  to 
paid  about  (500m  for  the 
construction  machine 
operations  of  Samsung 
Heavy  Industries,  the  Korea 
machinery  maker,  giving  the 
Swedish  company  its  first 
manufacturing  base  for  thin 
kind  of  equipment  in  Asia. 


Tryggve  Sthen:  signs  that  demand  in  Korea  has  bottomed  out 


In  recent  weeks  Volvo  has 
been  the  subject  of  specula- 
tion over  Its  future  following 
a decision  by  the  company  to 
discuss  options  for  merging 
its  car  subsidiary,  possibly 
with  a company  such  as 
Flat 

It  is  thought,  however, 
that  Volvo  would  want  to 
keep  its  construction 
machinery  operations,  which 
are  significantly  more  profit- 
able than  its  car  division. 


Over  the  past  16  months, 
demand  for  construction 
machines  In  south-east  Asia 
has  slumped  as  a results  of 
cuts  in  infrastructure  devel- 
opments. But  Mr  Sthen  said 
observers  “might  be  sur- 
prised” at  the  promising 
prospects  in  some  east  Aslan 
countries  as  economic  condi- 
tions eased. 

Volvo's  plant  in  Chang- 
won.  Korea,  which  it 
acquired  in  the  Samsung 


deal.  Is  to  become  the  centre 
of  Volvo's  worldwide  excava- 
tor manufacturing  and  mar- 
keting operations,  a role  pre- 
viously left  to  one  of  its 
Swedish  factories. 

The  Changwon  site  will 
also  start,  probably  later  this 
year,  to  manufacture  for 
Asian  customers  Volvo's 
articulated  haulers  or  dump- 
trucks  - of  which  Volvo  is 
the  world’s  biggest  producer 
and  which  it  makes  now  in 
Sweden,  Brazil  and  the  US. 

Other  big  producers  of 
iTu»q>  trucks  — which  weigh 
up  to  40  tonnes  and  are  used 
in  road  construction  and 
mining  - include  Caterpillar 
and  Terex,  of  the  US,  and 

Japan's  Komatsu.  Caterpillar 

and  Komatsu  are  the  two 
biggest  makers  worldwide  of 
earthmoving  machinery . 

Mr  Sthen  said  it  was  too 
soon  to  say  how  many  of 
these  trucks  would  be 
turned  out  in  the  Changwon 
site.  He  said  the  plans  under- 
lined Volvo’s  keenness  to 
globalise  its  production. 

“All  our  products  could 
eventually  be  in  in  the 
Korean  plant  for  local 
[Asian]  markets,"  he  said. 

During  the  1990s,  Volvo’s 
construction  equipment 
machine  division  has  also 
bought  businesses  In  Ger- 
many. Prance  and  Canada. 


CONTRACTS  & TENDERS 


CROATIAN  INSTITUTE  FOR  HEALTH  INSURANCE 
Headquarters 

10  000  Zagreb,  Margaretska  3 

REPUBLIC  OF  CROATIA 

In  accordance  with  Regulation  stipulating  the  procurement  of  goods  and  services  and  contracting  of  works 
(Croatia,  “National  Gazette''  no.  142/97)  the  Croatian  Institute  for  Health  Insurance  opens  and  announces  the 
following 

INVITATION  FOR  BIDS 

to  select  the  most  favourable  bidder  for  delivery  of  goods  and  services  for 
Pflof  Information  System  for  Primary  Health  Care 


General  data: 

1.  Buyer: 

2.  Financing: 

3.  Subject: 


Croatian  Institute  for  Health  Insurance,  Headquarters 
Margaretska  3. 10  000  Zagreb,  Republic  of  Croatia 
Loan  No.:  3843-HR,  International  Bank  for  Reconstruction 
and  Development 

Supply,  delivery  and  installation  of  Information  Technology 
according  to  standards  and  norms  defined 
in  Invitation  for  Bids  (IFB  No.:  01/99) 


n 


The  bidders  may  be  domestic  or  international  (legal  or  physical)  persons,  registered  for  delivering 
goods  and  services  stated  in  the  bidding  document  Interested  eligible  bidders  can  engage  in  bidding 
process  directly  or  through  authorised  representative  in  the  Republic  of  Croatia.  Capability  of 
domestic  bidders  will  be  determined  upon  the  attached  documentation  with  accordance  to  the  article 
6.  of  Regulation  stipulating  the  procurement  of  goods  and  services  and  contracting  of  works. 

m The  bid  must  comprise: 

1 . Name,  residence  and  address  of  bidder  (telephone/facsimile); 

2.  Accurate  specification  (producer,  type,  technical  characteristics)  of  bidding  equipment  and 
services  according  to  the  tables  in  the  bidding  documents; 

3.  Unchangeable  unit  and  total  price  of  equipment  QP  end  user  in  USD  for  foreign  bidder,  with  all 
costs,  including  installation,  trial  work  and  education,  without  custom  or  Value  Added  Thx,  and 
for  domestic  bidder  in  KUNA  with  all  other  costs  of  importing,  custom  and  Value  Added  Tax; 

4.  Terms  and  conditions  of  delivery  and  installation,  in  calendar  days; 

5.  Conditions  of  maintenance  and  support  of  hardware  and  software  after  warranty  period  (period  of 
supplying  services,  spare  parts  and  consumption  materials,  support  and  maintenance  of  software); 

6.  Information  about  mandatory  services  for  hardware  and  software  in  the  Republic  of  Croatia; 

7.  Bank  guarantee  for  bid  security  in  the  amount  of  30,000.00  USD,  which  has  to  stay  valid  30  days 
after  expiration  of  bid  validity  date; 

8.  Bid  validity  is  until  13  July  1999; 

9.  Complete  and  authorised  bidding  documentation; 

10.  Other  advantages  and  conveniences  that  bidder  offers. 

IV  The  language  of  bid  is  English. 

V Interested  eligible  bidders  may  obtain  further  information  and  browse  the  bidding  document  from 

25  January  1 999,  during  working  hours  from  9 to  1 5 hours,  at  Croatian  Institute  for  Health  Insurance, 
Headquarters,  First  floor.  Room  no.  19,  Margaretska  3,  Zagreb,  Republic  of  Croatia. 

Telephone  No.:  +385  I 48  72  666  Local  82 
Facsimile  No.:  +385  1 48  12  606 

VI  Bidding  documentation  may  be  obtained  by  prospective  bidders,  form  25  January  1999  to  15 

February  1999,  from  9-15  hours,  with  obligatory  preliminary  notification  on  telephone:  (+385  1)  48 
72  666  Local  82,  on  the  address:  Croatian  Institute  for  health  Insurance.  Headquarters,  First  floor, 
Room  No.  19,  Margaretska  3,  Zagreb,  Republic  of  Croatia,  upon  presentation  of  the  record  of 
payment  of  150  USD  to  the  account  number  of  foreign  currency  30101-620-37-7022-0682800-3838 
or  in  kuna  (local  currency)  in  equivalent  amount  according  to  the  rate  of  exchange  (middle)  of  the 
Croatian  National  Bank  effective  on  the  day  of  payment,  to  the  account  number  30102-640-609  in 
favour  of  the  Croatian  Institute  for  Health  Insurance,  Headquarters,  10  000  Zagreb,  Margaretska  3, 
Republic  of  Croatia. 

The  paid  compensation  will  not  be  returned. 

VII  The  standards  for  bid  evaluation  are  part  of  bidding  documentation. 

VTU  The  bids  most  be  delivered  by  10  March  1999, 14:00  hours,  in  closed  and  sealed  envelope,  by  mail 
or  personal  delivery,  marked  with  the  name  and  address  of  the  bidder  and  the  following  text  “BID 
FOR  PILOT  INFORMATION  SYSTEM  FOR  PRIMARY  HEALTH  CENTRE  - DO  NOT  OPEN", 
on  the  address:  Croatian  Institute  for  Health  Insurance  - Headquarters,  Floor  Two,  Room  No.  39, 
Margaretska  3, 10  (MX)  Zagreb,  Republic  of  Croatia 
The  deadline  for  bid  submission  is  10  March  1999  until  14:00  hours,  regardless  of  the  way  the 
bid  is  delivered. 

Bids  submitted  after  the  stated  deadline  will  not  be  evaluated. 

IX  The  public  bid  opening  will  be  on  10  March  1999  at  14:00  boors  at  the  following  address: 
Croatian  Institute  for  Health  Insurance,  Headquarters,  Floor  Two,  Conference  room, 
Margaretska  3,  Zagreb,  Republic  of  Croatia. 

The  representative  of  the  bidders  can  be  present  at  the  public  bid  opening  only  upon  the  presentation 
of  die  written  authorisation. 

CROATIAN  INSTITUTE  FOR  HEALTH  INSURANCE  HEADQUARTERS 
MARGARETSKA  3,  ZAGREB,  REPUBLIC  OF  CROATIA 


US  group 
attacks 
cheap  steel 
imports 

By  WkMTalttoCHcago 


USX-US  Steel,  the  largest  US 
steelmaker,  has  attacked  on 
the  Clinton  administration's 
response  to  the  recent  flood 
of  cheap  steel  imports,  call- 
in?  it  “extremely  disappoint- 
ing" and  warning  that 
“extreme  hardship"  was 
being  suffered  by  the  Indus- 
try. employees  and  commu- 
nities in  steelmaking  areas. 

The  comments  came  as  the 
company  reported  halved 
after-tax  profits  in  the  final 
three  months  of  1998,  at 
$76m  compared  with  $152m  a 
year  earlier.  That  left 
USX-US  Steel  posting  a ten 
in  profits  for  the  foil-year 
from  9482m  In  1997  to  $384m 
in  199K 

Stripping  out  special 
Items,  the  company  said 
underlying  profits  were 
down  from  Sl4lm  to  SS9m  In 
the  final  quarter,  with  ship- 
ments falling  by  21  per  cart 
from  3m  net  tons  to  !L3m  net 
tons.  The  company  blamed 
“a  dramatic  increase  in 
imported  steel"  and  also  the 
decline  in  demand  for  tubu- 
lar products. 

The  big  integrated  steel- 
maker added  that  operating 
levels  had  been  cut  to  76  per 
cent  of  raw  steel  capability, 
from  99  per  cent  in  the  final 
three  months  of  1997. 

“The  flood  of  imports 
caused  US  Steel  to  curtail 
production  to  less  efficient 
levels  at  all  locations  in  the 
fourth  quarter’,  said  Thomas 
Usher,  chairman.  Among  the 
charges  taken  by  USX-US 
Steel  in  the  final  quarter  was 
the  cost  of  a voluntary  early 
retirement  programme 
offered  to  non-union  employ- 
ees and  likely  to  be  accepted 
by  about  400  people. 

But  Mr  Usher’s  sharpest 
words  were  addressed  to 
Washington.  He  said  that 
the  White  House's  response 
to  the  steel  import  problem 
was  “extremely  disappoint- 
ing and  fell  far  short  of  what 
will  be  required  to  rectify 
the  import  crisis”. 

He  added  that  the  com- 
pany would  continue  work- 
ing with  the  Clinton  admin- 
istration and  Congress,  in  an 
effort  to  secure  actions  “to 
restore  fair  trade". 

But  he  added  that  it  was 
“uncertain"  how  the  import 
situation  might  pan  out  The 
problem  was  ter  broader 
than  hot-rolled  products 
from  Japan,  Russia  and  Bra- 
zil - the  countries  targeted 
by  the  industry-labour  coali- 
tion, which  filed  an  impor- 
tant trade  complaint  last 
September  - and  new  trade 
cases  would  continue  to  be 
evaluated,  he  suggested. 

In  spite  of  the  sharp  .prof- 
its fall,  however,  the  figures 
.were  much  better  than  Wall 
Street  had  expected.  Ana- 
lysts’ forecasts  for  fourth- 
quarter  earnings  had  aver- 
aged about  32  cents  a share, 
before;  special  items,  com- 
pared'with  the  63  cents  that 
the  company  delivexed. 

USX-US  Steel  shares 
jumped  12%  cents  to  92714. 
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disposal 

By  Honna  Cohen, 
Property  Correspondent 


Donaldson.  Lufkin  & 
Jenrette,  the  US-based 
investment  bank,  said  a joint 
venture  between  its  real 
estate  banking  affiliate.  DU 
Real  Estate  Capital  Partners, 
and  Parkes  and  Company 
has  sold  its  interest  in  a 
Spanish  shopping  centre, 
earning  it  a 213  per  cent 
return  on  capital. 

It  said  the  transaction  was 
the  most  profitable  in  the 
history  of  the  three-year  old 
9680m  equity  fund. 

Separately,  the  US  pension 
fund.  Teachers  Insurance 
and  Annuity  Fund  (TIAA), 
said  it  has  earmarked  eome 
$275m  for  investments  in 
international  property  in 
1999.  It  has  already  invested 
$250m  in  the  UK. 

The  moves  signal  that  US 
investors  are  stepping  up 
their  international  holdings 

of  property. 

Investors  in  the  fund  are 
mostly  US  pension  funds  and 
endowment  funds,  as  wen  as 
several  wealthy  private  indi- 
viduals. 

DU  is  seeking  to  raise  a 
second  fund,  of  which 
roughly  20  per  cent  is  expec- 
ted to  be  Invested  in  Euro- 
pean real  estate. 

Neil  Hasson,  managing 
director,  said  he  believes 
that  countries  currently 
outside  the  EU  member 
states,  such  as  Poland, 
Greece,  and  Hungary  offer 
the  most  interesting 
opportunities. 


Most  Chinese  Itics 

to  be  restructured 

^ i iff- 
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By  James  Hardtop  in  Shanghai 

China's  state  media 
yesterday  offered  the  stron- 
gest signal  yet  that  most  of 
the  remaining  239  interna- 
tional trust  and  investment 
companies,  known  as  the 
Itics,  win  he  restructured. 

The  government-owned 

China  Dally  said:  “China’s 
trust  and  investment  sector 
is  in  ihe  throes  of  a radical 
overhaul." 

The  future  of  the  Itics  has 
been  in  doubt  since  the 
abrupt  closure  in  October  of 
Guangdong  International 
Trust  and  Investment  Corpo- 
ration (Gitic).  the  invest- 
ment arm  of  the  Guangdong 
provincial  government, 
which  filed  for  bankruptcy 
earlier  thfs  month  with 
debts  of  $07bn,  mostly  to 
foreign  creditors. 

Following  Gltic’s  collapse, 
international  lenders  have 
been  in  retreat  from  China 
risk,  reviewing  their  China 
portfolios,  railing  in  loans  to 


marginal  Chinese  borrowers, 
declining  requests  for  roll- 
overs on  outstanding  loan* 
and  at  many  banks  imposing 
a halt  on  new  tending  to  Chi- 
nese borrowers. 

Yuan  Gangming.  director 

of  the  macroeconomic 

research  centre  at  the  Chi- 
nese Academy  of  Social  sci- 
ences, the  government  thin*- 
tank,  was  quoted  yesterday 
saying:  “As  the  first  trust 
Ann  to  have  filed  for  bank 
ruptcy.  GiUc’s  example 
might  create  a precedent  for 
the  handling  of  other  insol- 
vent trust  Arms." 

Such  comments  will  S1'1* 
little  comfort  to  interna- 
tional lenders.  The  scale  or 
foreign  loans  may  be  just  a 
small  proportion  of  total  bor- 
rowing In  China,  but  the 
level  of  total  international 
lending  to  the  Itics  may  _ be 
far  higher  than  people  origi- 
nally suspected. 

The  China  Economic 
Times,  another  statenjwned 
newspaper,  said  over  the 


weekend  that  statistics* dmr 
that  foreign  debts  at 
Itics  account  for  omvthirtrt 
China's  foreign  exchange 
reserves  - about  S3rtm.  This 
Considerably  higher  than 
previous  estimates  and  the 
newspaper  did  not  explain 
fhn  calculation. 

The  prospect  of  further  Itic 
closures  following  the  GMc 
model  will  also  add  to  the 
distress  of  foreign  bankers. 
who  have  been  as  atenned 
bv  the  handling  rf  do. 
sure  as  they  were  shodrcd 

bv  BeufoC's  at,rupt  docIslon 
to  shut  down  the  Investment 

arm  of  the  Guangdong  pro- 
vincial government. 

After  the  government 
back-tracked  this  month  on 
Its  assurances  tluit  iiitic  s 

foreign  creditors  would  be 
the  priority  for  repayment, 

international  bankers  have 

faced  up  to  the  prospects  of 
hearv  credit  l«w»  and 
taken  a dimmer  view  of 
lending  to  Chinese  enter- 
prises. 


Brazilian  bank  raises  profit 
despite  growing  volatility 


By  John  Barham  frr  Sao  Patdo 


A good  performance  last 
year  by  Uni  banco  should 
help  Brazil's  third  largest 
bank  prepare  for  a difficult 
year,  as  financial  markets 
grapple  with  a 29  per  cent 
devaluation  of  the  Real  and 
the  economy  sinks  into 
recession. 

Unlbanco's  net  profit  rose 
5.4  per  cent  to  R$454.1m 
(9375.3m)  last  year,  despite 
growing  volatility  in  Brazil 
as  the  Asian  crisis  deepened 
and  Russia  defaulted  in 
August  The  bank  said  earn- 
ings grew  mainly  as  it 
increased  its  portfolio  of 
high-yielding  government 
securities  and  reduced  lend- 
ing. Unibanco  will  only  pub- 
lish detailed  financial  data 
in  early  February. 

Kevin  Beck,  analyst  at  the 
Sao  Paulo  office  of  Flemings, 
the  London-based  Invest- 
ment bank,  said:  “They  were 
very  good  results." 


Fourth-quarter  earnings 
were  substantially  higher 
than  most  analysts  had 
expected.  He  said  Unibanco 
“basically  shut  down  lending 
and  put  excess  liquidity  into 
Treasury  securities.  This 
lowered  its  risk  profile". 

However,  investors  have 
traditionally  viewed  Uni- 
banco  as  the  weakest  of  Bra- 
zil's big  banks,  because  it  is 
less  capitalised  and  relies 
more  on  foreign  currency 
loans  than  its  peers. 

The  bank  says  it  was  well 
prepared  for  devaluation. 
Fernando  Sotelino,  president 
of  Uni  banco's  wholesale 
banking  group,  said:  "We 
have  a very  big  position  in 
government  securities  on  a 
dollar  basis"  that  match 
loans  for  currency  and  matu- 
rity. Furthermore,  a large 
part  of  its  loan  portfolio  con- 
sisted of  dollar-based  trade 
finance  operations. 

Mr  Sotelino  said  concern 
over  the  vulnerability  of  Uni- 


banco's external  loans, 
which  analysts  say  account 
for  20  per  cent  uf  funding,  is- 
misplaced  because  both  the 
bank  and  its  clients  are  well 
hedged.  Still,  international 
credit  rating  agencies  say 
reliance  on  Brazilian  govern- 
ment dollar-linked  securities 
is  an  "inconsistent"  hedging 
strategy,  because  of  the 
growing  risk  of  default  on 
these  instruments. 

Mr  Sotelino  said  Unibauco 
was  not  under  pressure  to 
refinance  maturing  foreign 
loans,  since  its  external  bor- 
rowing is  linked  to  domestic 
lending.  He  said  the  bank's 
access  to  trade  finance 
should  be  less  impaired  than 
its  competitors,  given  its 
leading  role  in  this  sector. 

Unibanco  has  also  provi- 
sioned heavily  for  nun-per- 
forming loons,  although  its 
bad  loans  are  lower  than 
those  of  its  peers  due  to  the 
higher  quality  of  its  corpo- 
rate and  individwti  clients. 
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Canadian  oil  groups  suffer 


By  Edward  /Uden  fin  Toronto 


Talisman  Energy,  one  of 
Canada's  largest  oil  produc- 
ers. has  taken  a C$183m 
(US$120.4m)  write-down  on 
its  North  Sea  oil  and  gas 
assets,  the  first  of  what  is 
expected  to  be  several  year- 
end  write-downs  in  the 
Canadian  oil  industry. 

Jim  Buckee,  Talisman 
chief  executive,  said  the 
write-down  was  caused  by 
low  oil  prices  and  higher 
costs,  due  to  the  strength  of 
sterling. 

Standard  & Poor’s,  the  rat- 
ing agency,  has  confirmed 
its  triple-B  plus  rating  on 
Talisman  corporate  credit 
and  senior  unsecured  debt, 
but  revised  its  outlook  from 
stable  to  negative. 

Michelle  Daithorne.  oil 
and  gas  analyst  at  Standard 
& Poor's  In  Toronto,  said  the 
revised  outlook  reflects  the 


continued  weakness  of  oil 
and  gas  prices  and  concern 
that  falling  operating  earn- 
ings may  hurt  Talisman's 
ability  to  hind  its  explora- 
tion programme  and  replace 
its  reserves. 

Many  Canadian  oil  produc- 
ers face  a difficult  decision 
on  whether  to  write  down 
the  value  of  those  assets  or 
hope  that  oil  prices  will  soon 
rebound.  “Any  company  that 
has  reserves  that  are  largely 
undeveloped  is  going  to  be 
facing  a similar  decision  at 
the  end  of  the  year,"  said 
Robert  Gillen,  analyst  with 
John  S.  HerolcL 

Gulf  Canada  took  a 
C$465m  after-tax  charge  in 
the  third  quarter,  primarily 
related  to  its  ill-timed  1997 
acquisition  of  Stampeder 
Exploration,  the  heavy-oil 
producer.  Gulf  has  also  sold 
most  of  its  North  Sea  assets 
to  reduce  Its  debt  load. 


Three  of  Canada's  five 
largest  oil  producers  all 
reported  sharp  declines  in 
fourth-quarter  earnings  lust 
week. 

Petro-Canada,  the  inte- 
grated oil  company,  saw  net 
earnings  drop  75  per  cent 
from  the  previous  year  to 
C$19m,  while  its  earnings  for 
the  full  year  fell  68  per  cent. 

Cash-flow,  wliich  is  critical 
to  financing  future  explora- 
tion, fell  34  per  cent  year-on- 
year.  However,  the  company 
said  its  planned  capital 
expenditure  for  1999  would 
be  reduced  by, .only  5 per 
cent. 

Imperial  Oil,  Canada's 
largest  oil  company, 
reported  earnings  down  by  a 
half  in  the  fourth  quarter  to 
C$1 36m,  while  earnings  at 
PanCanadian  Petroleum 
were  down  21  per  cent  on 
the  quarter  and  55  per  cent 
on  the  year. 
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Air  France  to  lift  franchises 


By  David  Owen  In  Paris 


Air  France  aims  to  triple  the 
number  of  passengers  car- 
ried under  franchise  agree- 
ments in  the  next  two  years. 

According  to  Jean-Cyril 
Spinetta,  chairman,  the 
French  national  carrier, 
which  last  year  transported 
600,000  passengers  under 
franchise,  expects  to  raise 
this  to  1.2m  this  year  and  is 
working  towards  2m  in  the 
year  to  March  31  2000. 

He  said  that  such  business 
was  “by  definition"  profit- 
able because  the  economic 
risk  is  borne  by  the  fran- 
chisee. Air  France  has 
franchise  agreements  with 
Brit  Air,  Gill  Airways,  Jer- 
sey European  and  Proteus. 


The  disclosure  came  at  the 
start  of  a week  due  to  see 
the  beginning  of  pre-market- 
ing for  the  airline's  partial 
privatisation.  Some  20  per 
cent  of  Air  France  shares  are 
expected  to  be  sold  in  an  ini- 
tial public  offering. 

Mr  Spinetta  has  indicated 
that  shares  worth  between 
FFr3.5bn  (€53410,  9618ml  and 
FFr4bn  (€610m,  $706m)  were 
likely  to  be  sold  on  the  mar- 
ket. In  addition,  Air  France 
employees  are  to  be  offered 
shares  representing  about 
8.5  per  cent  of  the  company’s 
capital,  with  Air  France 
pilots  taking  up  to  12  per 
cent  more  through  an  agree- 
ment last  year  giving  them 
shares  in  return  for  what 
are,  in  effect,  wage  cuts. 


The  state’s  stake  in  the 
airline  stands  to  be  diluted 
this  year  when  BNP,  the 
French  bank,  can  exercise  a 
right  to  take  a 4 to  5 per  cent 
interest  in  payment  for  pre- 
vious loans. 

Other  investors  and 
employees  will  be  able  to 
convert  financial  instru- 
ments already  issued  into 
shares. 

According  to  Mr  Spinetta. 
once  all  these  operations  are 
taken  into  account,  the 
state's  holding  in  the  com- 
pany could  fall  to  51-53  per 
cent 

BNP  is  valuing  the  com- 
pany at  €3.7bh  («4^9bn).  The 
group  last  month  posted  net 
attributable  first-half  profits 
of  FFrlJMbn. 
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CROSS-BORDER  M&A  DEALS 


BlDDHVWVESTOn 


TARGET 


Vodafone  (UK) 
Repsol  (Spain) 


AlrTouch  (US) 


Telecoms 


YPF  (Argentina) 


OSvetti  (Italy)/ 
Manrwwnann  {Germany) 


CeUular  Communications 
International  (US) 


0(1  & gas 


Telecoms 


Chesapeake  (US) 


Stagecoach  (UK) 

Rockwell  International 
(US) 


Field  Group  (UK) 
Citybus  (HK) 


Packaging 


Transport 


EJA  Engineering  (UK)  Engineer™,  ^ 


VALUE 

COMMENT 

S62bn 

Outright  buy 

S2bn 

Initial  15% 

Sl.85bn 

Increased  offer 

•_iw> 

9320m 

Consotidation 

-■*1* 

S29am 

Tams  agreed 

Float  shelved 


MiaystUK) 

Parametric  Technology 
(US? 


C-ATS  Software  (US)  Computer  ayes' 


Division  (UK) 


jfforc  UrcontMional 


United  News  & Media  (UK)  AudK  & Surveys  (US)~ 
Cfowe  Insurance  (UK) 


Computer  srves  *8m  Recommended 


Stockton  Re  (Bermuda) 


Business  arves  $43m  Research  boost 


Insurance 


Si7m  Ockham  disposal 
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vQ  \ PACKAGING 

Anglo  American  offshoot 
in  European  acquisition 

" » £'■  Mondi  Minorco  Paper,  part  of  South  Africa's  Anglo 

■ American  conglomerate,  is  to  buy  Amcor  Fibre  Packaging 

?■_  the  corrugated  packaging  group,  from  Amcor  of  ' 

'■■■  -i  Australia  for  up  to  £l52m  ($251m).  MMP's  parent  com- 

pany Minorco  has  announced.  AFP  has  15  plants  in  the 
n UK,  where  has  a 1 0 per  cent  market  share,  and  six  in 
France.  MMP  will  pay  £145m  cash  plus  a further  amount 
• -.  \ of  up  to  £7m  depending  on  AFP*s  performance  up  to  June 

r=-  this  year. 

v MMP  said  the  deal  Is  in  line  with  its  strategy  of  becom- 
” , f ing  a leading  integrated  corrugated  packaging  producer  In 
: Europe.  It  expects  the  acquisition  to  enhance  its  earnings 

.,,^1  In  the  short  term,  “with  significant  upside  potential  due  to 
• ;■  the  under-utilised  modem  plant". 

. i . With  a workforce  of  1 ,600  and  sales  of  £177m  in  the 

. . ■‘"'••n:  year  to  June  1998,  AFP  now  produces  an  annual  536m 

. square  metres  of  corrugated  board  but  has  the  capacity  to 
i-j'J-  produce  750m  sq  m. 

■b  [].;*  “Capital  expenditure  of  £77m  has  been  invested  in  the 
’■  ^ ' business  over  the  last  five  years,  resulting  in  some  of  the 

! r-jfj.  most  modem  facilities  in  Europe,  which  will  enable  the 

! ! business  to  take  advantage  of  future  growth,"  Minorco 

: ;r;.?  said.  No  redundancies  are  expected  as  a result  of  the 

■ ■■::  |,..v  deal.  Victor  Mallet,  Johannesburg 
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France  Telecom  to  merge  units 

France  Telecom  said  on  Friday  it  would  merge  Dutchtone 
and  Casern  a,  its  phone  and  cable  subsidiaries  in  toe 
Netherlands,  into  a single  holding  company  to  be  called 
toe  Dutchtone  Group. 

The  French  group,  which  fully  owns  Casema  and  80  per 
cant  of  the  existing  Dutchtone,  will  take  an  86  per  cent 
stake  in  toe  new  company,  which  aims  to  become  toe 
second-largest  telecoms  provider  In  toe  Netherlands.  ABN 
,Amro  and  Rabobank,  the  Dutch  banks  that  each  own  10 
per  cent  of  Dutchtone.  will  both  have  7 per  cent  stakes  In 
the  new  group. 

Michel  Bon,  chairman  of  France  Telecom,  told  a news 
conference  that  his  company  will  invest  FI  4bn  (€1.82bn, 
$2.1  bn)  in  Dutchtone  over  toe  next  decade.  Including 
between  FI  1.3bn  and  FI  1.5bn  for  high-quality  networks. 
The  new  entity,  which  will  offer  mobile-telephony  services 
from  January  26,  plans  to  attract  between  150,000  and 
200,000  customers  by  toe  end  of  1999  and  1.3m  users  by 
2008.  Jeremy  Gray,  Amsterdam 
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Banesto  climbs  29.2% 

Banesto,  the  domestic  subsidiary  of  Spain’s  Banco  San- 
tander, which  is  to  merge  with  BCH,  Dfted  its  1998  net 
attributable  income  by  29.2  per  cent  to  Pta40.1bn  (6241  m, 
$2 79m).  Santander’s  rise  to  toe  top  of  Spanish  banking 
started  in  1994,  when  it  took  over  toe  troubled  Banesto  - 
group  and  made  it  profitable  wfthrn  three  years. 

Banesto's  strong  bottom  line  was  due  to  a 20.7  per  cent 
rise  to  Pta56.9bn  in  fee  commission;  to  lowered  provision- 
ing and  increased  bad  loan  recoveries;  and  to  tight  expen- 
diture control,  which  marginally  reduced  costs..  Squeezed, 
margins  hurt  net  Interest  income,  which  was  up  by  lust 
1 .45  per  cent  to  Pta145.2bn.  Trading  income  was  down 
36.4  per  cent  to  Pta6.6bn.  Tom  Bums,  Madrid 


MITSUBISHI  CHEMICAL 

Japan  group  in  drugs  buy 

Mitsubishi  Chemical,  the  leading  Japanese  chemical 
maker,  has  announced  that  it  will  acquire  Tokyo  Tanabe.  a 
medium-sized  drugs  manufacturer,  in  a deal  valuing  the 
company  at  Y28.5bn  ($250m). 

The  move  is  the  latest  example  of  restructuring  in 
Japan’s  pharmaceuticals  industry,  which  is  struggling 
against  cost-cutting  measures  introduced  by  the  govern- 
ment However,  the  acquisition  by  a chemicals  company 
counterstoe  international  trend  of  separating  pharmaceuti- 
cals and  chemicals  operations.  Mitsubishi  Chemical 
already  owns  24.3  per  cent  of  Tokyo  Tanabe,  which  last 
year  generated  net  profits  of  Y1.462bn  ext  sales  of 
Y43.4bn.  Alexandra  Nusbaum.  Tokyo 


CZECH  REPUBLIC 


e to  lift  franchise 


Four  banks  vie  for  CS0B 

Four  European  banks  are  on  the  short-list  to  buy  a con- 
trolling stake  in  Ceskoslovenska  Obchodni  Banka  (CSOB), 
the  fourth  biggest  Czech  Republic  bank.  Deutsche  Bank 
and  HypoVereinsbank  of  Germany,  BNP  of  France  and 
KBC  of  Belgium  have  been  Invited  to  conduct  due  dili- 
gence and  make  legally-binding  bids  for  a stake  of  51  per 
cent  or  more  from  the  state's  66  per  cent  shareholding. 

The  deadline  for  offers  is  likely  to  be  early  April,  after  the 
1998  results  have  been  published,  and  the  former  trade 
bank  could  be  sold  by  early  May. 

Robert  Anderson,  Prague 
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COMPANIES  & FINANCE 


FUTURES  ANALYSTS  ARE  UNDECIDED  ON  Y2K  RISKS  BUT  FORWARD  CONTRACTS  SUGGEST  HIGHER  INTEREST  RATES  ARE  LIKELY 


Investors  bet  on  millennium  rise  in  rates 


By  Arkady  Ostrovsky 


While  economists  argue 
about  the  impact  of  the  mil- 
lennium bomb  on  the  global 
economy,  some  investors  are 
already  betting  on  a sharp 
rise  in  short-term  interest 
rates  in  the  run-up  to  next 
New  Year. 

The  rise  in  the  interest 
rate  curve  steins  from  ner- 
vousness that  hantw  may  be 
unwilling  to  lend  before  the 
end  of  the  year,  fearing  that 
old  computers  will  not  be 
able  to  recognise  new  data, 
thus  cansing  a credit  crunch. 

At  the  same  time,  surveys 
have  Indicated  that  house- 
holds around  the  world  are 
likely  to  withdraw,  large 
sums  from  their  bank 
accounts,  creating  a short- 
age of  cash. 

The  demand  for  cash 
always  goes  up  at  the  end  of 
a year  and  the  US  Federal 
Reserve  usually  injects 
about  $5bn  into  circulation. 
This  year,  the  Federal 
Reserve  intends  to  make 
available  an  extra  S50bn  in 
cash  to  help  avert  a liquidity 
crisis. 

The  markets  are  not  con- 
vinced, however.  The  price 
of  a three-month  interest 
rate  futures  contract  deliver- 
able in  December  1999.  indic- 
ating where  the  market 


expects  three-month  interest 
rates  to  be  at  that  time, 

started  rising  at  the  end  of 

last  year. 

The  December  1999  euro- 
dollar forward  contract  is 
currently  trading  at  a spread 
of  40  basis  points  over  its 
September  1999  counterpart. 

implying  a rise  in  three- 
month  US  interest  rates  to 
&27  per  cent  from  4.87  per 
cent  over  that  three-month 
period. 

How  seriously  should 

investors  take  the  threat  of 
millennium  bug-related 
problems  depends  on  who 
you  talk  to.  Some  analysts 
say  the  issue  is  overblown 
and  that  panic  is  unneces- 
sary. 

"We  have  all  been  warned 
about  the  systemic  dangers 
of  the  millennium  - that 
malfunctioning  computer 
programs  are  going  to  cause 
our  hank  balances  to  be 
blanked  out  overnight  and 
planes  to  drop  out  of  the 
sky,"  said  Phyllis  Reed  at 
Barclays  Capital 

“However,  you  wonder 
whether  this  story  is  not  get- 
ting just  a bit  over-done. 
There  must  he  a risk  that 
the  most  memorable  aspect 
behind  the  wunawnirrm  will 
be  how  much  people  talked 
about  its  risks  ahead  of 
time."  added  Ms  Reed. 


More  radical  economists 
find  this  attitude  too  compla- 
cent. Ed  Yardeni,  chief  econ- 
omist at  Deutsche  Rank  in 
New  York,  is  an  ardent  pro- 
ponent of  the  view  that  the 

millennium  bug  COUld  lead 

to  a crash  in  stock  markets 
and  a global  recession. 

“The  year  2000  problem  is 
a very  serious  threat  to  the 
US  economy,  if  the  disrup- 
tions are  significant  and 
widespread  then  a global 
recession  Is  likely,”  said  Mr 
Yardeni. 

"I  believe  there  is  a 70  per 
cent  chance  of  such  a world- 
wide recession,  which  could 
last  at  least  12  months 
starting  in  January  2000  and 
could  be  at  least  as  severe  as 
the  1973-74  recession  that  fol- 
lowed the  Opec  oil  crisis,"  he 
added. 

Mr  Yardeni  said  US  real 
gross  domestic  product  could 
fall  by  5 per  cent  He  argued 
that  the  millennium  bug  is 
likely  to  cause  serious  dis- 
ruption in  manufacturing 
and  lead  to  a flight  out  of 
equities.  Investors  seeking 
safe  havens  would  push  US 
Treasury  yields  towards  3 
per  cent 

A recession  could  even 
start  sooner,  Mr  Yardeni 
said,  if  share  prices  fell  in 
anticipation  of  a recession  in 
2000.  “The  resulting  loss  in 


confidence  could  cause  con- 
sumers to  retrench  in  1999." 
he  said. 

Mr  Yardeni  argues,  that 
while  the  US,  most  of 
Europe  and  Australia  are 
well  aware  of  the  dangers 
from  the  millpnninm  bomb, 
it  is  countries  such  as  Russia 
and  Brazil  that  have  only 
recently  discovered  the  prob- 
lem and  do  not  have  enough 
resources  to  tackle  it,  that 
pose  most  danger. 

Mr  Yardeni,  however,  is 
still  in  the  minority.  Most 
analysts  believe  that  the 
world  economy  is  unlikely  to 
slide  into  recession  solely 
because  of  the  effects  of  the 

milTpnnlum  hug  although  it 

could  cause  some  temporary 
problems. 

“1  think  the  Y2K  problem 
will  only  cause  a deviation 
of  an  economic  trend,  but 
would  not  initiate  a new 
trend  aD  by  itself."  said  Joe 
Rooney  at  Lehman  Brothers. 

The  Investment  hank  pre- 
dicts that  the  issue  will  cut 
0.4  per  cent  from  European 
GDP  growth  in  the  first 
quarter  of  2000. 

While  the  Y2K  problem 
has  no  historical  precedent, 
Lehman  has  examined  six 
other  events  this  century 
that  had  a significant  impact 
on  industrial  output.  These 
include  les  eoenements  of 


10-yaar  benchmark  bonds 
Pet  cert 
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May  1968  in  France,  the 
imposition  of  credit  controls 
in  the  US  in  1980,  and  the 
Robe  earthquake  in  Japan  in 
1995. 

“On  average,  they  caused 
a decline  in  stock  markets  of 
135  per  cent,  but  none  of 
these  events  caused  a global 
recession.”  Mr  Rooney  said. 

Lehman  Brothers  thinks 
that  the  impact  of  the  mil- 
lennium bug  on  corporate 
earnings  should  be  tempo- 
rary and  stock  markets 
ought  to  be  able  to  look 


beyond  that.  Mr  Rooney 
said,  adding  that  the  bank 
has  not  factored  the  issue 
into  its  1999  stock-market 
performance  forecasts. 

As  the  new  millennium 
draws  closer,  much  of  the 
way  the  markets  react  will 
depend  on  public  perceptions 
of  the  problem,  which  In 
itself  will  affect  what  hap- 
pens to  stock  and  bond 
prices.  And,  considering  the 
nature  of  the  problem,  only 
time  - 340  days  to  be  precise 
- will  tell. 
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No.1  German  Government 
Bond  Auctions  1998 
Deutacbe  Bundesbank 
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Dresdner  Kleinwort  Benson  is  an 
established  leader  in  the  German  bond 
market  For  1998,  Dresdner  Kleinwort 
Benson  Global  Markets  ranked  No.i  for 
both  Jumbo  Pfandbrief  and  German 
Government  Bonds.  But  there  is  more  to 
our  leadership  than  size  and  strength. 

What  makes  us  No.1  is  our  commitment, 
quality  of  research  and  excellence  in 
matching  investor  demand  with  the  right 
opportunities.  Strength  of  performance 

MMKdrasdrerktuxm 

Issued  tar  UK  by  Dresdrer  Bank  AG  London  Branch  ragutaad  by  SFA  tor  tie 
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keeps  our  clients  coming  back  for  more 
and  is  behind  our  growing  market  share. 
As  credit  quality  becomes  all  the  more 
important  in  Euroland,  Dresdner  Kleinwort 
Benson  has  the  proven  leadership  and 
distribution  power  to  help  clients  make 
the  most  of  this. 

For  further  information,  contact 
Frankfurt  on  Tel:  +49  69  2576  5656, 
London  on  Tel:  +44  171  475  7241  or 
Reuters  F&ge:  DREBA. 
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1997/98:  A REMARKABLE  YEAR 


\ The  Supervisory  Board,  chaired  by  Mr  Andre  P.  Guichard,  at  its  meeting  of 
20  January  1999,  reviewed  the  management  report  and  annual  accounts  for  the  year  ended 
30  September  1998  which  were  presented  by  the  Management  Board,  chaired  by 
Mr  Jean-Pienre  Guichard. 


Consolidated  turnover  of  EUR  329  million  (FRF  22  billion)  was  15%  higher  than  the 
previous  year. 

All  group  companies  bad  strong  growth  in  their  operations,  with  the  exception  of  the 
British  subsidiary,  which  maintained  its  previous  year's  turnover  despite  the  difficult 
economic  environment. 

Group  net  profit,  after  amortization  of  goodwill,  amounted  to  EUR  17.7  million 
(FRF  116  million),  a 23%  increase  over  the  previous  year. 

The  parent  company.  Manutan  SlA..  bad  turnover  of  EUR  129  J million  (FRF  848  million), 
an  increase  of  16%  and  net  profit  of  EUR  19.5  million  (FRF  128  million). 


PROSPECTS 


Growth  of  6%  to  8%  in  consolidated  turnover  is  anticipated  for  the  next  financial  year. 
Group  sales  in  the  first  quarter  of  the  current  year  amounted  to  EUR  91.3  million 
(FRF  S99  million),  an  increase  of  6%  and  sales  by  Maoutan  France  grew  by  4% 
to  EUR  37.6  million  (FRF  246  million)  during  this  period. 

The  acquisition  at  a number  of  small  companies  operating  in  the  business  to  business  mail 
order  sector  is  being  considered,  some  of  which  have  already  been  finalised  (Switzerland. 
Czech  Republic.  United  Kingdom):  this  will  enable  the  Manutan  group  to  consolidate  its 
European  position.  In  a full  year,  the  turnover  of  these  three  companies  together  is 
currently  EUR  10  million  (FRF  66  million). 

At  the  Annual  General  Meeting,  it  will  be  proposed  to  maintain  the  dividend  at  the  same 
level  as  last  year  of  EUR  0.73  (FRF  4110)  per  share,  inclusive  of  tax  credit. 

During  the  same  meeting.  Mr  Jean-Gaude  Sarazin  will  be  proposed  as  a new  member  of 
the  Supervisory  Board. 


MVATA.V  A COMPLETE  SERVICE  TO  BUSINESS.  BY  CATALOGUE 
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Financial  Times  Surveys 


The  New  North  West 
of  England 


Thursday  March  18 


For  further  information  please  contact: 


Pat  Looker  in  Manchester 
Tel:  +44  161  834  9381 
Fax:  +44  161  832  924S 
email:  pat.looker@FT.com 


or  Ha]  Haffejee  in  London 
Tel:  +44  171  873  4281 
Fax:  +44  171  873  4862 
email:  haj.haffejee<@FT.com 


FiNANCL\L  TIMES 

No  FT,  no  comment. 


CONTRACTS  & TENDERS 


Government  of  India 
Ministry  of  Chemicals  & Fertilizers 

Department  of  Chemical*  A Petrochemicals,  New  Delhi 


Wishes  to  engage  a Global  Advisor  for  Disinvestment  through 
Strategic  Sale  of  Government  of  Indians  shareholding  in 
Indian  Petrochemicals  Corporation  Limited  (IPCt-L 


The  Government  of  Indra  (GO))  Intends  to  Initiate  disinvestment  through  strategic  sale  of  25% 
of  its  shareholding  in  Indian  Petrochemicals  Corporation  limited  (1PCLJ.  The  GO!  plans  to 
engage  the  services  of  a Global  Advisor  (GA)  to  advise  and  manage  toe  process  successfully. 

Incfian  Petrochemicals  Corporation  Limited  (IPCL)  is  a leading  petrochemical  company  in 
lr«Sa  which  was  established  In  1969.  Its  business  consists  of  polymers,  synthetic  ffore,  fibre 
intermediates,  solvents,  surfactants,  Industrial  chemicals,  catalysts  and  absorbents.  Backed 
by  strong  R&O.  Product  Application  Centres  and  Technology  Management  Centres,  the 
company  has  been  continuously  innovating  Its  processes  and  products.  The  company  owns 
and  operates  three  petrochemical  complexes, a naphtha  based  complex  at  Vadodara. 
Gujarat,  a gas  based  complex  of  Nagothane  near  Mumbai  and  a Chlor-alkali  and  Polyvinyl 
Chloride  complex  ai  Dohej.  Gujarat  The  company  also  owns  a catalyst  manufacturing 
facility  at  Thane  near  Mumbai.  The  gross  block  including  projects  in  progress  stood  at 
INR  70  billion  as  on  March  31, 1998. 


The  responsibilities  of  the  GAwfll  broadly  cover  assessment  and  valuation  of  IPCL. 
suggesting  measures  to  enhance  sale  value,  preparing  a detailed  information  memorandum, 
marketing  of  the  offer,  inviting  and  evaluating  the  bids,  assisting  during  the  negotiation  with 
prospective  buyers,  drawing  up  the  sale  agreement  and  advising  on  post  sale  matters. 

The  potential  bidder  tor  appointment  as  GA  must  have  a record  of  having  successfully 
concluded  similar  Strategic  SatalMergers  8 Acquisitions  (M&A)/prrvatization  etc.  tor  around 
USS250  minion  (or  INR  equivalent  thereof)  Independently  or  jointly.  Experience  in  having 
concluded  such  deals  in  Petrochemicals/Petroleum  sector  would  be  an  added  advantage. 


Submission  of  Expression  of  Interest  Internationally  reputed  mercharrt/investment 
banks,  consulting  firms  and  financial  institutions  with  expertise  in  privatization/strategic 
saies/M&A  etc.,  are  invited  to  submit  Expression  of  Interest  for  selection  as  GA  singly  or  as 
a consortium,  latest  by  February  10, 1999,  with  die  following  detsils:- 

1.  Ful  particulars  of  the  constitution,  ownership  and  main  business  activities,  including 
global  network  and  operations  in  India. 


2.  Details  of  pending  litigations  and  oanvtations.  if  arty,  against  the  sponsors/partners  that 
could  affect  the  performance  of  the  GA  under  this  mandate. 


3.  Complete  information  on  the  deals  of  similar  nature  for  around  USS250  million  (or  INR 
equivalent  thereof)  executed  earlier  covering  the  role  played  in  research,  deal  structuring, 
valuation  and  marketing  ioBowed  by  bid  evaluation  & negotiations.  Details  of  any  other 
transaction  in  the  related  sector  under  execution. 


4.  Experience  in  Capital  Market  Transactions  (both  equity  and  debt)  indicating  the  number 
of  deals  executed  and  quantum  of  funds  raised. 

5.  Proposed  methodology  of  the  Disinvestment/Strategic  sale  transaction. 

6.  in  case  of  Consortium  Bids,  toe  name  of  toe  co-ordinating  firm  with  principal  responsibility 
for  toe  mandate. 

Bidders  shall  deposit  along  with  their  Expression  of  Interest,  a non  refundable  earnest  fee  of 
USS2.500  (or  INR  equivalent  thereof)  by  way  of  demand  draft  drawn  in  favour  of  Indian 
Petrochemicals  Corporation  Limited,  payable  at  Vadodara.  GOI  reserves  toe  rights  to  accept 
or  reject  any  or  all  expressions  of  interest  without  assigning  any  reason  thereof. 


AdtiUonal  details,  tf  requrod.  can  be  obiainwi 
trom> 

Mr.  AshOk  Charia.  Joirt  Secretary 
Ministry  of  OwmicalB  & Ferfflfaas 
Department  of  Chemicals  & Petochemote 
Shostrl  Bhavan.  Dr.  Rajendra  Prasad  Road 
NswDeNll0q^iyQj^QLWet>_ajtea| 


Td.: +31-11-3385131  Facsimile: +91-11-3382294 


attar  February  1. 1999. 
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EMERGING  MARKETS  VENEZUELA'S' NEW  PRESIDENT  MUST  CONVINCE  IWESTOR^  

Goodwill  not  enough  for  Chavez 

0 .mnnr  and  lower  In 


Vrl1' 


By  Raymond  CoBtt  in  Caracas 


Since  blfi  landslide  victory 
last  month,  Hugo  CMvez, 
who  is  to  take  office  as  presi- 
dent of  Venezuela  on  Febru- 
ary 2,  has  gone  a long  way  to 
dissipate  investors7  worst 
fears  of  a populist,  authori- 
tarian government 
Yet  the  former  coup  leader 
has  been  less  able  to  con- 
vince a market  overshad- 
owed by  the  fell-out  of  Bra- 
zil’s financial  crisis  of 
cabinet's  ability  to  tackle  the 
country's  daunting  economic 
challenges  and  avoid  a show- 
down with  opposition  parties 
over  his  aggressive  political 


Following  its  initial  rally 
on  Mr  Chavez's  conciliatory 
post-election  tone,  the  Car- 
acas Stock  market’s  bench- 
mark EBC  index  fallen 
by  some  30  per  cent  since 
early  December.  Mr  CbAvez 
has  given  some  indications 
of  heading  in  the  right 
direction  but  must  show 
more  commitment  to  mar- 
ket-oriented policies,  inves- 
tors say. 

’There  is  still  a lot  of 
uncertainty.  We  have  no 
dear  idea  of  his  economic 
policy.''  said  Miguel  Octavio, 
chief  analyst  with  Bancara- 
cas.  a local  Investment  bank. 
He  suggested  that  the 
ChAvez  team  hag  the  right 
intentions  but  may  lack 


experience.  “Yon  need  more 
than  honesty  and  goodwill  to 
deal  with  this  economy.” 

Indeed,  less  than  a week 
before  taking  office,  Mr 
CMvez  has  said  his  govern- 
ment was  willing  to  continue 
the  current  monitoring 

agreement  with  the  Internet 

tional  Monetary  Fond  but 
would  not  seek  a more  rigor- 
ous stand-by  programme  Tf 
It  could  be  avoided”.  He  is  to 
meet  Michel  Camdessus, 
bead  tf  the  IMF,  later  this 
week. 

Most  economists  say  with- 
out the  IMF’s  stamp  of 
approval,  the  government 
will  be  unable  to  raise 
enough  foreign  capital  to 
finance  a budget  deficit  esti- 
mated at  9 per  cent  of  gross 
domestic  product.  “I  don’t 
see  any  alternative,”  said 
Michel  Goguildan.  head  of 
Santander  Investment  in' 
Caracas. 

The  market  is  also  wary -of 
plans  for  a constituent 
assembly  that  is  to  rewrite 
the  country's  constitution. 
Mr  Chdvez  has  won  supreme 
court  backing  for  a referen- 
dum on  the  assembly  and 
has  promised  “institutional 
continuity”  while  it  meets. 
Yet  investors  are  not  con- 
vinced. “Uncertainty  sur- 
rounding this  assembly  is 
going  to  help  keep  the  mar- 
ket depressed  this  year," 
said  Jos&  Felix  Luzon,  head 


Venezuela 

R Vexaum  tawttbs  mb  <$  Bros) 


tf  Westfelia  Capital  Markets. 
It  may  create  entirely  new 
rules  of  the  game,  he  adds- 
According  to  Emilio 
Antelo,  a trader  with  Econ- 
oinvest. a Caracas  broker- 
age, foreign  investment 
funds  have  been  pulling  out 
in  recent  days  fearing  possi- 
ble contagion  from  neigh- 
bouring Brazil’s  financial 
crisis.  “There  is  too  little 
liquidity  in  the  market.” 

Following  the  Real’s  deval- 
uation, daily  trading  vol- 
umes have  dropped  to 
between  $lm  and  $5m,  of 
which  benchmark  Electrfc- 
idad  de  Caracas,  the  largest 
private  utility,  makes  up 
between  60  per  cent  and 
80  per  cent 

Though  Brazil  has  little 
impact  on  Venezuela’s  trade 


balance,  the  perceived  risk 
of  emerging  markets  will 
make  difficult  Venezuela  s 
attempts  to  raise  debt  on 
International  capital  mar- 
kets. 

Also  clouding  prospects 
this  year  is  the  currency, 
overvalued  by  between  2o 
pea*  cent  and  40  per  cent,  i 
don’t  see  any  Immediate 
pressure  on  the  bolivar  but 
its  overvaluation  is  a con- 
stant risk,"  said  Mr  Antelo. 
citing  the  large  budget 
deficit. 

Mr  Ch&vez  has  pledged  to 
strengthen  central  bank 
autonomy  but  has  already 
indicated  he  would  continue 
with  the  current  foreign- 
exchange  regime  and 
announce  a new  referential 
depreciation  rate,  setting  the 


upper  and  lower  lHmttr shfe 
hand  within  which  the  boU- 

grades.  tuK 

Mr  Chavez  s».vs  Iw  *111  sett 
a fixed  exchange  rate. 

Given  the  potential  cur- 
rency risk,  analysts  recom- 
mend companies  such  ^ 
cement  pwdWf 
with  little  doUar-denoraU 
nateddebt  but  much  tf  their 
sales  in  hard  currency.  By 
comparison,  telecommunlca- 
tions  provider.  CAJCTV . 
of  the  most  widois  held 
shares,  to  more  exposed 
because  of  its  large  foreign 
debt  and  local  currency 
income.  Mr  Octavio  tf  Ban- 
Caracas  said. 

Some  analysis  say  a tow 
clear  signals  towards  fiscal 
discipline  and  market-ori- 
ented reform  by  the  govern- 
ment could  turn  many  inex- 
pensive shares  into  winners. 
According  to  Brian  Gen- 
dreau.  emerging  markets 
strategist  with  Salomon 
Smith  Barney  in  Now  lark, 
the  average  price-earnings 
ratio  of  Venezuelan  shares  Is 
only  4.  compared  to  10  In 
Argentina  and  Mexico,  and 
7 in  Brazil.  With  a price-to- 
book  ratio  of  0.4.  “shares  are 
extremely  cheap,"  he  said. 

Taking  into  account  politi- 
cal and  economic  uncer- 
tainty. including  the  foreign- 
exchange  risk,  he  concludes 
“there  is  still  probably  more 
of  an  upside  than  downside.” 
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Thai  banks  post  big  losses 


By  Ted  Banbcfce  hi  Bangkok 


Three  of  Thailand's  leading 
banks  reported  big  losses  for 
1998,  but  they  were  smaller 
than  expected  as  the  banks 
met  what  analysts  described 
as  only  “minimal"  provision- 
ing requirements  to  avoid 
bang  forced  to  ask  for  gov- 
ernment assistance  in  rais- 
ing new  capitaL 

Bank  of  Ayudhya,  Thai- 
land's fifth  largest  bank,  lost 
Bt9_2bn  ($l51m)  last  year 
compared  with  a profit  of 
Btl.96bn  a year  earlier.  Con- 
sensus estimates  were  for 
the  bank  to  lose  BtlLBbn. 

Thai  Military  Bank,  the 
country's  sixth  largest,  said 
it  lost  Bt7.7bn  in  1997.  com- 


pared with  a profit  of 
. BtL4bn  in  the  previous  year. 
The  bank  had  been  expected 
to  lose  Btllhn. 

Neither  bank  detailed 
their  levels  of  provisioning 
for  bad  debt,  but  analysts 
said  they  were  low  in  order 
to  minimise  losses  and  keep 
capital  ratios  above  the  regu- 
latory mlnimmn. 

Under  strengthened  provi- 
sioning rules  implemented 
by  the  Thai  government  last 
year,  all  hanks  must  have 
provisions  for  20  per  cent  of 
bad  loans  by  the  end  of  1996, 
rising  by  20  percentage 
points  every  six  months  to 
100  per  cent  by  end-2000. 

Banks  unable  to  meet 
those  guidelines  must  reach 


an  agreement  with  the  cen- 
tral bank  on  raising  capital, 
something  Bank  of  Ayadhya 
and  Thai  Military  have  been 
exempted  from  doing. 

Both  hank*  will  be  under 
tremendous  pressure  to  raise 
capital  in  the  second  half  tf 
the  year,  analysts  said. 

State-owned  Krung  Thai 
Rank,  the  country's  largest 
bank,  lost  Bt60bn  in  1998, 
compared  with  a profit  of 
BtZLOm  in  the  previous  year. 
It  made  provisions  of  about 
Bt65bn,  a figure  the  bank 
was  forced  to  increase  when 
it  merged  with  First  Bang- 
kok City  Bank,  which  was 
taken  over  by  the  govern- 
ment last  year.  Operating 
profit  was  about  BtSbn. 


Azkar  relaunches 
listing  with 
Pta24.6bn  offer 


By  Tam  Bums 
In  Madrid 


Gilat  to  raise  $275m  in  US 


By  Ari  Mach&s  in  Jerusalem 


Gilat  Satellite  Networks,  the 
Israeli  manufacturer  tf  satel- 
lite ground  stations,  hopes  to 
raise  $275m  on  Nasdaq,  the 
US  market,  next  month  to 
meet  new  capital  expendi- 
ture needs  after  acquiring  a 
General  Electric  subsidiary. 

At  Friday's  share  price, 
the  Issue  would  value  Gilat 
at  about  $lbn.  It  will  he  its 
third  and  biggest  equity 
offering  on  Wall  Street. 

Gilat  plans  to  issue  4m 
new  shares,  and  sharehold- 


ers will  sell  a further  750,000. 
The  deal  will  be  led  by  Mer- 
rill Lynch  and  Goldman 
Sadis,  and  win  also  include 
Oppenheimer,  Lehman 
Brothers  and  Salomon  Smith 
Barney. 

Gilat  makes  Very  Small 
Aperture  Terminal  (VSAT) 
earth  stations,  equipment 
and  software,  which  provide 
satellite-based  communica- 
tions. 

Earlier  this  month,  Gilat 
completed  its  acquisition  of 
GE  Spacenet  Services  of  the 
US.  Under  the  deal.  GE 


American  Communications, 
a General  Electric  subsid- 
iary, became  Gfiafs  biggest 
shareholder  with  a 30  per 
cent  stake. 

Simon  Bun,  senior  consul- 
tant at  Comsys,  the  UK- 
based  industry  consultancy 
firm,  said  the  move  “dramat- 
ically’’ improved  Gflat’s  posi- 
tion against  Hughes  Net- 
work Systems  of  the  US,  its 
biggest  competitor. 

“Until  now  Gilat  Just 
moved  boxes,"  he  said.  “Now 
they  are  in  the  service  busi- 
ness too." 


Azkar,  Spain’s  leading 
transport  and  logistics 
group,  launches  its  second 
attempt  at  listing  today  with 
the  start  of  a five-day  sub- 
scription period  that  seeks  to 
place  42  per  cent  of  the  com- 
pany on  Madrid's  Bo  Isa  in 
an  initial  public  offering 
worth  Pta24.6bn  (€148m. 
$17lm). 

Financial  turmoil  forced 
the  family-owned  company 
to  pull  its  market  debut  in 
September,  shortly  before  it 
was  due  to  fix  the  price.  The 
re-launch  will  be  made  in 
euros  - the  first  euro  offer- 
ing on  Spain's  equity  mar- 
ket. 

The  euro-zone  environ- 
ment has  allowed  Azkar  to 
alter  substantially  the  terms 
of  September's  aborted  IPO 
and  direct  its  disposal 
towards  foreign  funds  in 
preference  to  the  domestic 
market. 

In  its  new  attempt 
to  tap  equity  investors, 
Azkar  has  increased  the 
international  institutional 
tranche  of  the  offer  and 
brought  Merrill  Lynch,  of 
the  US,  alongside  the 


domestic  bank  Argentaria  to 
co-lead  the  bulk  of  the  dis- 
posal. 

The  new  offer  structure  is 
a change  from  past  initial 
public  offerings  in  Spain, 
which  had  been  increasingly 
weighted  towards  domestic 
institutions  and  retail  inves- 
tors. 

The  offer  price,  which  is 
expected  to  bo  in  the  range 
of  €10-€UJ25.  will  be  set  on 
Sunday,  and  Azkar  shares 
will  start  trading  on  Febru- 
ary 3. 

The  revised  structure  of 
the  IPO  raises  the 
institutional  tranche  from 
the  4.5m  shares,  or  339  per 
cent  of  the  total  offer, 
that  was  allocated  in 
September  to  6.5m  shares, 
representing  47.6  per  cent  of 
the  disposal. 

In  order  to  accommodate 
international  institutions, 
the  retail  tranche  of  the 
offering  is  being  scaled  back 
from  32  per  cent  of  the  offer 
in  September  to  25  per  cent: 
the  Spanish  institutional 
allocation  is  being  lowered 
from  33B  per  cent  to  27.3  per 
cent:  and  the  offering  to 
Azkar’s  employees  is  cut 
from  4 per  cent  to  2.4  per 
cent. 
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bkar  relaunche 
toting  with 
*ta24.6bn  offer 


By  Robert  Wrtgrt  n Budapest 

The  Hungarian  government 
on  Friday  threw  a lifeline  to 
one  of  the  country’s  most 
important  manufacturers, 
after  Ikarus,  the  bus-maker, 
said  it  had  been  granted 
$40m  of  export  credit  guar- 
antees to  export  buses  to 
Russia. 

The  company  will  also 
seek  strategic  partnerships 
with  multinational  vehicle 
builders  and  new  capital 
from  US  investment  fends. 

The  move  was  announced 
by  Gabor  Szeles,  president  of 
Tkarus,  on  the  day  a board 
£ meeting  had  been  expected 
irto  decide  it  was  insolvent 
' because  of  debts  caused  by 
the  Russian  crisis  and  a col- 
lapse in  sales  to  Russia. 

Instead,  because  of  the 
export  credit  guarantees. 
Ikarus's  banks  extended 
their  credit  agreement  with 
the  company  to  eight  years, 
from  three  to  four. 

APV,  the  state  privatisa- 
tion agency,. privatised  Ika- 
rus only  last  April,  selling 
53  per  cent  to  Mr  Szeles  and 
10  per  cent  to  employees. 

Friday's  announcement 
followed  the  removal  of 
objections  from  Atex,  a Rus- 
sian trading  company  that 
holds  30  per  cent  of  Ikarus, 
to  bringing  in  new  investors. 

Mr  Szeles  is  in  talks  with 


about  six  international 
vehicle  makers  about  strate- 
gic partnerships  to  supply 
components  or  carry  out 
manufacturing  work  from 
Ikarus's  two  mai^  plants,  in 
Budapest  and  Sekesfehervar, 

Volvo,  the  Swedish  vehicle 
maker,  expressed  interest  in 
Ikarus  before  privatisation 
but  would  not  pnwimpnt  on 
Friday.  DaimlerChrysJer  said 
it  was  assessing  whether 
Ikarus  could  supply  compo- 
nents. Talks  about  an  invest- 
ment link  with  Ikarus  failed 
last  year,  it  added. 

Ikarus.  formerly  the  main 
bus  supplier  to  the  Comecon 
trading  block,  had  been  a 
symbol  of  Hungarian  pride 
whose  future  haw  assumed 
great  political  importance. 

Having  once  made  up  tp 
15,000  buses  a year,  Ikarus, 
63  per  cent  of  whose  sales 
were  to  Russia,  last  year 
turned  out  only  1,162  buses 
and  made  a loss  of  Ft2bn 
($&25m)  on  sales  of  FtMbn. 

About  1,000  of  the  6,200 
workers  will  now  be  laid  off, 
fewer  than  expected.  Ikarus* 
potential  collapse  caused 
argument  within  the  govern- 
ment of  Viktor  Orban,  when 
Mr  Szeles  appealed  for  direct 
financial  assistance.  The  dis- 
pute was  won  by  Attila  Chi- 
lian, economic  affairs  minis- 
ter, who  opposed  assistance 
to  a privatised  company. 


UBS  ready  to  go  on  the  offensive 

The  new  chief  of  Europe's  biggest  bank  is  facing  a crucial  meeting,  says  William  Hall 

UBS,  Europe's  biggest  blamed  on  the  old  UBS  man-  directors  if  it  is  to  provide  a and  given  the  speed  wit 
bank,  had  a miserable  agement  team,  which  has  worthy  long-term  successor  which  it  is  reducing  its  inte 
199a  It  lost  its  chairman  been  largely  replaced  by  for-  to  Mr  Krauer.  national  loan  hoot  it  mui 


UBS,  Europe's  biggest 
bank,  had  a miserable 
199a  It  lost  its  chairman 
and  three  top  executives  in 
October,  announced  a 
SFrgilm  <S659m)  third- 
quarter  net  loss  in  Novem- 
ber, and  was  stripped  of  Its 
triple  A credit  rating  by 
Moody's  Investors  Service  in 
; December. 

Its  shares,  which  had 
touched  SFrfSS  shortly  after 
it  consummated  its  merger 
with  Swiss  Bank  Corpora- 
tion, finished  the  year  where 
they  started,  at  SFr422. 

At  the  time  of  last  June’s 
merger,  analysts  had  been 
expecting  it  to  earn  more 
than  SFrSbn  in  1998.  Now  it 
seems  it  will  earn  less  than 
SFr3.5bn  in  199B  and 
SFr5J3bn  in  1999. 

A year  ago  Marcel  Ospel. 
CBS’s  new  chief  executive. 


blamed  on  the  old  UBS  man- 
agement team,  which  has 

been  largely  replaced  by  for- 
mer SBC  executives  led  by 
Mr  OspeL 

It  was  bis  record  in  suc- 
cessfully integrating  take- 
overs at  SBC  that  led  many 
analysts  to  add  UBS  to  their 
buy  list  Mr  Ospel  appeared 
to  be  the  Swiss  banker  with 
the  best  chance  of  re-awak- 
ening UBS,  one  of  Europe's 
slumbering  banking  giants. 

However,  Mr  Ospel's 
honeymoon  period  has 
almost  run  out  The  delay  in 
finding  a replacement  for 
Mathis  CabiaHavetta,  CBS’s 
luckless  chairman  who 
resigned  nearly  four  months 
ago,  and  the  slowness  in 
resolving  several  outstand- 
ing strategic  questions,  is 
starting  to  give  the  impres- 
sion that  Switzerland's  prou- 


was  talking  confidently  of  dest  hank  is  being  allowed  to 
earning  between  SFrlObn  drift. 


and  SFriibn  by  2,002  and 
boosting  the  return  on  the 
group’s  equity  to  between  15 
per  cent  and  20  per  cent. 
Now  these  targets  no  longer 
seem  quite  so  secure. 

UBS  remains  one  of  the 
world's  best  capitalised 
banks,  and  more  highly 
rated  than  arch  rival  Credit 
Suisse. 

Most  of  the  mishaps  of  the 
last  six  months,  such  as  the 
shortcoming  in  risk  manage- 
ment procedures,  can  be 


This  week,  UBS  is  expec- 
ted to  go  on  the. offensive. 
Alex  Krauer,  67,  who  is  step- 
ping down  as  chairman  of 
Novartis,  is  likely  to  be 
named  rhflinrian  of  UBS  — a 
job  he  has  been  doing  on  an 
interim  basis  since  Mr 
Cabiallavetta's  unexpected 
departure. 

However,  Mr  Krauer  is 
close  to  retirement  and  the 
UBS  supervisory  board  badly 
needs  strengthening  with 
more  internationally  minded 


TMt  Notice  djanacaaatmr 
af (hr  AfcWi  rtftmS  to  Maw 
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NOTICE  OF  A MEETING 
of  the  holders  of  the  outstanding 
U.S.  $ 135,000,000  Floating  Rate  Notes 
due  2002  of 
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NCmCE  a htnby  ghea  lha  ■ nang  of  [he  boMos  of  I be  abowe  an*  (ifae  «W»l«hnlW>  coarmed  bj  Oxnpm*  Nmaah  dr  Etaanciaie.  SA.  rConcTT.  Soda*  Nmiaah 
“Wild— IwtaT,  SJL  and  Regie  Aumm  pom  ActiviaB  ■ ami  fi-pm—u-  of  -»■—  t-  bgran,  the  rinrr  legri  o.  nd  on  brtmiri  of  RoeL  RA  ifc 

“tooeO,  arm  be  beid  A (be  offices  of  Condon  Bratfaon  K 60  Cbnaeo  Sam.  London.  BC4N  SJPon  16  Fchnacy  1999  a 1000  us  (London  mne)  OAe  “Mwlnf)  lor  (he  pupae  if 
mialiiag ■»!. if  ihwigte  5i. pwrag die ftOownig >aobBn»  which »iD  bepropiged am Exgamtnay  toobaCT  fihc"eitsaMiaMiT  a mubm  wqb  (be  pw— 

of  ihae  certain  FbceJ  Agency  and  Affne  Bed  Agmon  Aoed  7 Febrany  1997  mi  13  Betmay  (W7.  nnpegi»dy.  a each  case  eoa*  tana  (he  toner  ad  Morgan  riamilj  lha 
Company  of  Nero  Yoit  (a  hi  capacity  as  Gkz!  egax.  ar  a^aa  task  a»(  a paying  agent  IcaBacttvdy.  (be  -Origkai  A|en^  AgaaeaT).  Unleantorwacipedflod.  defined  okb  nod  ta 
dM  Nonce  (iodudfng  the  Extnadhaiyi  Rcahiran)  ban  Ae  raaainp.  gnen  a>  them  fat  die  Qdgbai  Afeney  Agmanem 

SXTKAOBIXNAKy  RESOLCmON  . 

"THAT  Asa  Meeting  of  (be  hokbs  (*c  ‘Tfcnholderf’l  of  all  *e  onarmSog  UiLSI3SjOOIXOOO  Phoing  Ha  Moaaitae  2002  (da  “Eato^  MgmQ  of  REWEL.  RA.  tlhe^ Tain  toned 
satgoa  lo  tbosc  cateta  Fbal  Agency  ad  Ages  Bak  Agnmacaa  dacd  7 Febrany  1977  ad  13  Fcbnaay  1997,  rnpcctndy.  in  och  one  nade  bovocn  the  ban  ad  Hope  Gamy 
Una  Company  of  New  Ytak  at  fac«ly(n.aesn  ball  «al«a  paying  ^g(colkctwdytfg“Or^tarfAgea«7Agn(arnr)Lbeitbymo«m«if60on: 

t.  THAI  ippranl  to  gha  id  tae  ameodrnea  and  lestoaant  of  (be  totolag  Noiet  (a  Mended  ad  oesaed,  (he  “Aanndad  NataaD  whh  sea  and  cnndhiea  in  cabscadaSy  tbe  fan 
a-twMwl  wte (tan daairaJinacy  1999  cf  a anaded  art  iqiaol  final  egenyaalaym  tanfcagrccam  (ungraded aid  regaled,  (he  “Agenda!  AyacyAgiMaofn  id  be 
caeeadbetmiQaeLSJI.andClta»ta.rrjL.aciineafiKaladp9}B«iieaRbe’V1aBtaA«^*).w|a*ioos)ynadet<ra!atderoriapeeiiab!rifaeNoatoUBi  lb  being  mat 
itol  (he  nand  oomSfina  of  (to  Amended  Nmiier  fortb  in  dc  Amended  Agency  Apuar  an  ataaeaiaqy  idenkal  n fie  mu  aad  eonfidoa  of  *e  Edang  Noaen  wa  bxh  In 
the'  Original  Agency  Agrcaoon.  oxrjn  tba  fil  (be  Axamded  Noaei  wffl  have  Ibe  benefit  of  a goarascc  of  the  RcpabUc  of  RoasaDa  and  (5»  (he  Noeboldm'  pa  apaca  wiD  only  be 
eaeidaMe  on  Ac  toaaal  Paynanl  Data  IbOng  in  Fdnsy  3000  and  Unaj  3001  aad  ■ da  event  ConeL  SA.  and  IB  aitabfiailes  etsae  id  be  (be  p^cipal  pcocnaor  ad  dateacr 

2.  ' THAT  qpoval  be  gha  » daftan  «f  giiriain  ofac  Amended  Notes  itbe,  “Gwo*ott*»)  to  to  given  by  ebe  Repnhfic  of  Renadn.  In  (be  form  of  dtadnlt  (toed  15  taaay  1999 

prenaily  made  avahblc  p ifae  Nolelioldera  and  Infttoled  ty'tbc  Qainian  bciaf  hr  tbe  papcaa  of  idanScakip; 

3.  THAT  approval  be  pvee  a (ho  ammdrid  ad  icned  deed  of  enaenait  (Ac  “ Amended  Deal  af  Comaof)  ad  Ae Amended  Agency  Agreanea  in  be  eaecaed  by  Cbnd,  SA.  m 
irintiaaa  the  Aomderi  Nankin  (be  ftnn  of  AednfsdnedZS  Jaany  !999yenQBilyiadBanilafelBinlbeN(abolda»andirielalledby  AeCtoiniwlerpapeneiofiibiiiififaion. 

4.  THATAfaBmaaillqiy  Rgotaion  faeffecBnonty  apon  ta)  ibe  eaecnrioaaad  defiroy  w AcFteal  Agea  c<  il»hfinndn»dDaMaa»ftBpAa»bbinto— Re—daodBn^bb 
legal  opuacaa  to  be  ponded  oo  behdf  of  enamel  icpRaendng  cerani  Noatooktoai  ad  fb)  Ae  Naed  Agm  exeenahig.  aabeadcncbig  ad  deBvang  (■  An  cae  nay  be)  afi  och 
dnenmato  u a caanai  depotory  far  Moagu  Gmnacy  IhaCkaqaty  cf  New  Yoek.  ai  openur  ofihe  Eeroclear^aBa.  and  Cadefioik.aaie  naxaaay  n eflea  teBaeadnoa  od 
Kaenemaf  Ae  EdangNom.  ia  each  cam  wbhta  five  boons  ibp  of  Aepoatag  of  du  Eawonfinary  Reototaa  (wdsdae.  objoa  opaapapb  % bdo-a.  (be  ■hcSMDMO. 
ftfltag  wUdi  Ate  Eameadmary  Reaohatoi  (and  (be  appmob.  novai  ad  aaboriaaioa  let  om  beam  Anil  be  deeaad  null  and  void  ta  a enibwy  (ben  wbfaoa  [ayafa  ® Ae  effca 

Ac  pnavtanaf  paavapb  7(B)  alooej; 

(Bj  Ac  Ameofcd  Eked  of  Coveiani;  anl 

fi*l  Ae  Amended  dotal  Note  (a  defined  in  pampaph  6 bdoaj. 

5.  THAT  any  breach  (rpmenlianwach  by  RJ3NEL.R-A- of  in  otiiplfciooda  or  in  rapaa  if  iheBzitiHigNMeiarAeDeodof  Cbvtnaaaraiy  KicraaianoniabicbmlcfeloebcTviae 

eonna  a Bvaa  of  Deftafe  onda  da  Basing  Notes  or  Ae  Deed  af  Ctaa  bn  naftad  wbb  efiect  a af  Ac  EOem'ae  Date: 

& THAT  Ae  Baal  Afat  be  tnAnttod  a adninkaf  a nateded  ad  goad  |ii  imi  in  global  ana  erpananiag  (be  Ananded  Nona  Ma  “Aamdail  Clotol  NtaaT)  ad  w A>  ill  odor 
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B.  THAT  ^ppmal  bo  ghan  » every  Arogadoo,ao(fific«ieo.  eon 
9.  THATeppeovaTbe^^toda  ideate  by  (he  NoteUdaa  of  aU  c 


II.  THAT anxwai bo gtvea to Ua  IdBowing ; 


^b (aocte'^to&ttllM^bad  caver^^^? 

7J*  idamfaoof  Nwebolden  ia  patoatafr  etown  ba  Ae  qnonnn  n^nacsB  aa  om  onto  “\tang  and  QanraoT  b*lo« 

AVULABILnY  OS  DOCUMENTATION 

Ctai  of  Ae  Onginal  A#*ey  Agreenem  finriiafiog  (he  7bm»  and  CbafiDcns  of  (he  Ettamg  Nom)  aad  IM  dtafta  of  til  Ac  Amended  Agency  Apteoan  i »bb  Ae  fbnn  cf  Ae  Ameakfi 

NoteaeetodBlodtbcirtovrayAe  AeaealedDBedaf  Cgvenai.(g)iheOniiaiB»i.adOTHheAnnadadGtobalNoa.eaefa(f  toadiafll  beeafCanAddlvnwdad  wthetocard  (a  Aeioe 
of  ibe  Amended  CM»I  Note)  oo  the  EfSxeive  Dae,  sabjccutoy  to  ihe  papdrg  of  dla  Exmaefeay  Rraoiition  iao«  above.  aroavaflahJe  bom  and  affcr  X Jaanary.  1«99  torkopoettaby 
Noaboldai  a da  specified  effaei  of  0}  Ae  Hanl  Agea  and  Ppyia|  Agent.  <n)  Cotow  Brodaa.  coneari  aCood.  SA.  nfil  Mnbhiaim  Sonegto.  Ine,  advoor  a Gael.  SJl  and  ftvl 
Baton  Dae  laennntooal  Pie.  finandil  advior  n Gael.  SA.  to  cae*  ease  a tbe  effieea  m fartb  hdow. 

MCUaOVNDTD  AND  PURPOSK  OPTHB  MBSnNG 

oT|)hhly  1997. ReaLRA-rUtoeTI issued U ASlOOflflWJOO Roadag Ran Noaaa  Aa 3002.  OoXFtbnmy  I9W.  Soal  aoad a fwiba US^XWMOO Beanni  RarNeaee  Aa 
2002.  Beall  Seria  nf  Noaet  werrcoBaohdaed  K»  torn  estagleSenig  of  U^SlSSJOIXOWFkjcag  Hoc  (teas  dae  2002  (aJcot-i  aaboveada  ~X^*(li^  Nma*^. 

On  ^ Mr  l°c>v  p-yi  pnrm«T«  m ■ rtrrjdcc  of  (he  gotamian  amJBmta  rPecuKM  No.  365\  Tbedecidoo  became  effective  an  3 Jnly  1991  woo  pAfieatra  n tbe  Offical 

Fna  to  On  Deeitoo.  Raafa  attvtacs  acre  derided  inm  dree  caagorto  ad  nasfcrred  » Aree  legal  nodes: 

ri)  Ovaeania  Nodooa(aifa  Ekorictosc  SA  iCcadla  natkaal  cocnarroaj  regmany  cvgaehedE  a jolal  Bcct  caapay 
(b)  Soc^Mcm  Ntocmria  -NvdcaafcggKi*  S-A.  a garicanl  amoarca!  cnapany  arprasai  a a jaa  nocb  onapmy.  and 

rcb  Ptoh  Amanytta  p.  m4alt  Afllwiri  NwflfllfPa  * WflflMl  ^Tll>l"*r1l  **1^  hwpnH^neH.. 

An  mdamnovbig  R^taftom  Ita  Hade  Regbny  -cai  approved  on  22  fnty  1998.  Tid  csofaBabeaAa  ReneTt  regtoradon  >a  lepaJ  coy  taa  been  vriAAaan.  and  •ceenSnA  Read  an 

CnSsA^MapotoMefi^^inodBaKinofclectncalponefc  AcennapMt.  inoaniibiC.dntrtbMdcnand  alecf  ehcnicalpoaet  Acpodnolon^  wteof (banal aagy.  Ae cpmafaa 

aaddewlopaiaitif  da  nadoml  pnwwqnam.  Aa  prariaan  of  pobGc  eieeniol  po«er  (apply  wheel » efi  type*  of  comoneB  canceled  A tbe  udoal  pona  s/ttan  ad  eda  ictoed 
eedvtaea. 

Trf,l"n0ft!!rrt<7lmfmirh  nm--~  hnrr  Jb.  ^mmdmma«i|rammianrfttoB3nBP«Noa^TtoTteaetoO»a6tioaof  AeAnanfalNoea  win  be  obcaatially  idaniol  A 
AnnadedNaea  vriDcoanana  paontionaaiclBBblebT  ebeNadaddereoiily  onthcliaregftyAeaDaaatiBipg  in  Fdiwiy  3000 ad FtUaiy  3001 
SAalb  Otottori. » to  A.  ptodpta  p—r  ad  Awtorf  «*ecn(toy  in  da  l^aMcrfRaonta.  InBen  of  da  p^optka.  corned  a 
rkwlim  SfhlfiVA)  ato  (Bl  of  (be  Extaba  Note*,  tbe  Aaended  Noto  will  have  (be  benefit  of  Ac  taccmfiacnal  ad  amoablc  paaacc  tt  Ae  ta  Ranana. 

eSfrfAeRodtt;  ofRomaAL  attgfeooto  to  Mtabny  of  Indanaa  od  Oamoee.  Oaiider  of  I00«  of  da  onatodag  onfionr  do«  af  ConeL  SAL  ad  Ctoel  SA  believe  Aa  n 

UpaAepaa^rfAbBena-fian-Raol-daadda 

^^^S^ASn^oaJbSein.  eatobg NonAolda* ariD  bold  obBgasia* of  Cond. SA.  gamed  by  Ae  Re^bfle afRnaala.  having  aeMaauDy  da  Sana  eeanoak  (cam 
aa  da  Earning  Nov* 

• ••  TRAN&iCnOKCOSlS  . 

Tte  mnaaetion  com  AiodACd  wiA  tto  EwoiABliy  Reaobtann  ae  for  da  araaiac  rfO-eL  S A,  od  oefa  maatoa  ev»  «e  a be  paU  a A.  Effective  D-r, 

YCfTWC  AND  QOOJttW 

nenoMXNT-  Ito  Eaton*  Never  are  in  bearer  fam.  aad  an  carnally  beta  a ibe  fbnn  of  a Penaanaa  Globe!  Noe  wbkb  b deponttd  wM  a Mtanoo  depotfay  far  MoegaOtotoqr  Thm 

bowday  wish  Apt  voaa  A bo  cat.  Eavdea  od  CodaAaale  wfll  M Aean  bnneoona  A Aa  Bead  Aged  who  will  nand  ancA 
5^^^2’^beglwAAEiSpnBncSfa|,B^BWtei  than  48  ham  before  Ae  ana  fixed  far  Ae  Meeoag  lot.  if  appfiabh.  any  a^otsned  meeting)  od  my  m be 
S^flS^!toeStoriHI»taidtoiai»*jn.lla0i*lDniliia>0Dl6FetaAtoy  I9».  Anto»i*ai»etki««A«^«a«,ia««.,l»^««ae«4^«ySae*AlV  1000«JB.'<l»tai 
vuduj.  Imiiiiriicnl  nrr^-fT -■»->«— ^|^-rro,  4^^n>NnavacanienneaedlaaelBtalac.indMAnl  wAiaaafinaa  riliM 

be  toned  ^T^!|^h_M|M,|M,aw^nnane»arf  Aeagpegatepria^iilanim  of  AeBdMfcclfgfa  tteimK  bring  (nnwidfat 

1 ^.lt^,,T^^.-l!^a>mnSrifalBto  13  BtoBtoite^liAe  fated  (KlfcalfcaAHiqBBWAwifWMnLlteHatlbigritoi  Bad  ^Atol  far  waApmadteidfi 
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directors  if  it  is  to  provide  a 
worthy  long-term  successor 
to  Mr  Krauer. 

Mr  Ospel  will  also  seek  to 
reassure  analysts  at  today's 
annual  investment  confer- 
ence that  he  has  the  answers 
to  the  following  strategic 
questions  hanging  over  UBS: 

• Warburg  Dillon  Read.  Fix- 
ing UBS's  enlarged  invest- 
ment banking  operation  is 
the  biggest  challenge.  After 
the  setbacks  in  tbe  third 
quarter  when  WDR  lost 
SFn.7bn,  UBS  has  tbe  fol- 
lowing options  for  WDR  - 
grow,  shrink  or  exit.  There 
has  been  speculation  that  it 
might  be  sold  to  the  Ukes  of 
Morgan  Stanley,  but  UBS 
seems  firmly  committed  to 
investment  banking. 

What  remains  unclear  is 
the  scale  or  the  commitment. 
WDR  already  has  critical 
mass  in  Europe  and  Asia, 
but  is  still  in  the  junior 
league  in  the  US. 

If  UBS  wants  to  compete 
with  Merrill  Lynch,  Morgan 
Stanley  and  Goldman  Sachs, 
it  will  need  to  Inject  more 
capital  into  WDR. 

If  not,  then  it  seems 
increasingly  unlikely  that 
WDR  will  be  able  to  meet  its 
SFrSbn  net  income  target  by 
2,002. 

• Surplus  capital.  Goldman 
Sachs  estimates  that  UBS 
currently  has  at  least 
SFr7.6bn  of  excess  capital 


and  given  the  speed  with 
which  it  is  reducing  its  inter- 
national loan  book,  it  could 
easily  have  twice  as  much 
by  2,002.  Will  UBS  return 

some  to  shareholders  by 
buying  back  its  shares,  or 
blow  most  of  it  on  another 
acquisition? 

• Acquisition  strategy. 
Apart  from  the  uncertainty 
over  whether  to  bolster  WDR 
with  another  US  acquisition, 
there  are  two  areas  where 
UBS  needs  to  take  a quick 
decision. 

it  is  already  the  world's 
biggest  private  bank,  but  is 
under-represented  in  the  US, 
the  world’s  biggest  private 
banking  market-  To  grow  its 
US  business  it  will  have  to 
acquire. 

It  has  also  promised  to 
make  a decision  soon  on  the 
future  of  its  25  per  cent 
stake  in  Swiss  Life,  the  big- 
gest Swiss  life  insurer.  If  it 
were  to  bid  for  full  control,  it 
would  cost  upwards  of 
SFrlObn  and  also  indicate  a 
major  change  in  strategy 
towards  becoming  a bancas- 
surer. 

• Divestments.  UBS  made  a 
SFr932m  after-tax  profit  on 
the  sale  of  Banca  della  Sviz- 
zera Italians.  But  it  only  sold 
it  because  it  was  told  to  do 
so  by  the  Swiss  competition 
authorities. 

It  still  has  plenty  of  other 
surplus  assets,  such  as  a 37.2 
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per  cent  stake  in  Motor-Co- 
Iambus,  an  electricity  gener- 
ator. and  a 30  per  cent  stake 
in  Basle-based  National 
Insurance,  not  Id  mention 
Zurich's  posh  Hotel  Widder. 
which  could  easily  be  sold  if 
it  wanted  to  demonstrate  its 
commitment  to  enhancing 
shareholder  value. 

• Banking  strategy.  Does 
UBS  want  to  be  a tank  or  an 
asset  manager?  The  run- 
down of  its  international 
loan  book,  the  sale  of  its  con- 
sumer finance  units,  and  the 


decision  to  sell  its  global 
trade  finance  unit  suggest 
that  the  UBS  of  the  future  is 
going  to  be  a very  different 
animal  from  tbe  UBS  of 
today.  If  so.  does  it  really 
need  a staff  of  5.r»,00u.  capital 
of  mare  than  SFr.tObn.  and  a 
retail  branch  network  in 
Switzerland? 

It  will  be  the  answers  to 
questions  such  os  these  that 
will  determine  whether  UBS 
is  going  to  regain  the  pre- 
mier rating  that  has  so  long 
eluded  it. 
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MARKETS 


WEEK 


January  25  - January  31 
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NEW  YORK 

By  Tracy  Corrigan 

Benchmark  yield  curve 
W 
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The  US  Treasury  market 
saw  only  a minor  Sight  to 
quality  last  week*  as  Brazil's 
financial  woes  continued. 
William  Poole,  bead  of  the 
Federal  Reserve  Bank  of  St 
Lords  and  William 
McDonough  of  the  New  York 
Federal  Reserve  both  said 
liquidity  in  the  credit 
market  had  improved. 

Meanwhile,  US  Federal 
Reserve  chairman  Alan 
Greenspan  and  President 
Bill  Clinton  both  gave 
ringing  endorsements  of  the 
US  economy’s  strength.  The 
Fed’s  current  policy  on 
interest  rates  appears  to  be 
neutral,  according  to 
analysts,  though  Mr 
Greenspan  as  usual  struck 
some  cautionary  notes  about 
potential  dangers. 

Among  this  week's  data. 
January  consumer 
confidence  numbers  are  due 
on  Tuesday.  The  markets 
will  also  be  waiting  to  hear 
Mr  Greenspan  again  on 
Thursday,  when  he  testifies 
on  the  US  economy  to  the 
Senate  budget  committee. 


Dow  Jones  Industrial  Average 
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Fourth-quarter  gross 
domestic  product  data  are 
due  on  Friday.  Analysts 
expect  4_2  per  cent  growth. 

In  the  near-term.  Treasury 
yields  will  remain  at  the 
lower  end  of  a 5-5.5  per  cent 
range,  according  to  the 
latest  analysts'  report  from 
Donaldson.  Lufkin  & 
Jenrette. 
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ByPftrfip  Duggan 
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UK  investors  will  hope  for  a 
less  volatile  ride  than  of  late 
in  a week  when  domestic 
economic  and  corporate 
news  should  be  limited. 

Share  prices  have  been 
bumped  around  by  events  in 
Brazil  in  the  last  fortnight, 
with  the  FTSE  100  almost 
reaching  its  all-time  high 
only  to  dip  lack  below  the 
6,000  level  on  Friday. 
Contradictory  UK  economic 
data,  sowing  confusion 
about  the  potential  for 
further  rate  cuts,  have  added 
to  the  confusion. 

Bank  of  England  watchers 
will  be  looking  at  the 
quarterly  survey  of 
industrial  trends  from  the 
Confederation  of  British 
Industry.  There  have  been 
tentative  signs,  thanirc  to 
interest  rate  cuts  and  the 
weaker  pound,  that 
sentiment  in  the 
ma  nufacturing  sector  may 
have  bit  bottom. 

The  latest  trade  figures  are 
expected  to  show  that  the 
UK  continues  to  run  a lug 
deficit.  The  non-EU  figure 
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for  December  is  forecast  to 
show  a shortfall  of  £i.7bn. 
compared  with  November's 
fiLSbn,  according  to 
Standard  & Poor's  MMS;  the 
global  deficit  for  November 
is  predicted  to  be  £2.lbn, 
from  October’s  £L6bn. 

Northern  Rock  will 
produce  final  figures  and 
Misys  its  interims. 
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By  Tony  Barber 
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The  sharp  ups  and  downs  of 
the  Dax  blue-chip  index 
since  the  start  erf  the  year 
seem  unlikely  to  smooth  out 
this  week,  especially  as 
major  companies  begin  to 
publish  their  1998  results. 

In.  the  technology  sector, 
the  software  group  SAP  is  to 
report  its  annual  figures 
tomorrow,  after  warning  in 
early  January  that  sales 
problems  in  Japan  had 
reduced  its  pre-tax  earnings 
growth  to  15  per  cent  This 
was  fbr  below  the  company’s 
own  forecast  of  at  least  30 
percent  growth. 

Results  from  companies  in 
the  chemicals,  machinery 
and.  steel  sectors  may  also 
reveal  the  growing  impact  of 
the  financial  crises  In  Japan, 
south-east  Asia,  Russia  and 
Latin  America,  which  led  to 
a general  slowdown  in 
German  exports  in  the 
fourth  quarter  of  last  year. 

Elsewhere,  utility  stocks 
may  come  under  pressure  as 
the  German  government 
starts  talks  tomorrow  with 
wary  industry  leaders  on  the 
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long-term  abolition  of 
nuclear  power  plants. 

Investors  stfll  have  to 
reckon  with  the  possibility 
of  more  far-reaching 
problems  stemming  from 
Brazil’s  devaluation. 

But  few  believe  there  is  a 
serious  risk  at  this  stage  of 
an  ipiTninonf  Chinese 
devaluation. 


TOKYO 


By  Julfe  Ness  

The  condition  of  thfi 
Japanese  economy  is  likel> 
to  be  at  the  centre  of 
investors’  attention  this 
week.  The  key  statistic  will 
be  the  industrial  production 
for  December  and  a forecast 
for  January  and  February  . 
Any  sign  of  bottoming  out  m 
production  and  a decline  in 
inventories  would  be 
welcomed.  The  workers 
household  expenditures  for 
December  will  also  be 
watched  with  interest,  after 
the  November  figures 
showed  an  improvement.  It 

•may,  however,  depress 

sentiment,  if  last  months 
unemployment  record  of  4.4 
per  cent  is  surpassed,  as 
suggested  by  economists. 

The  government’s  new 
industry  reform  plan, 
expected  by  the  end  of  the 
TPA^ith,  is  also  likely  to  move 
the  market.  Politicians 
promised  a shift  from  a 
demand  to  supply  oriented 
policy  to  improve  corporates' 
competitiveness. 

Also,  a key  10-year 
government  bond  auction  is 
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expected,  further  increasing 
the  expansion  in  bond 
supply.  The  10-year  bond 
yield  has  increased  from 
0.695  per  cent  to  1.725  per 
cent  in  the  last  month. 

Finally,  investors  arc 
likely  to  continue  to  focus  on 
the  bank  sector,  which 
rebounded  last  week  on 
news  of  tie-ups  and  mergers. 
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THE  FUJI  BANK, LIMITED 

Notice  to  the  Bondholders  of 

US$100,000,000  US$200,000,000 

2%  per  cent.  1%  per  cent. 


Convertible  Bonds  2000 


Convertible  Bonds  2002 


Pursuant  to  Clauses  6(E)  and  6(HMxiii)  of  each  of  the  Trust  Deeds  dated  20th 
September,  1985  and  28th  October,  1987,  under  which  the  above  described  Bonds  were 
issued,  notice  is  hereby  given  as  follows: 

On  20th  January,  1999  (Japan  time)  The  Fuji  Bank,  Limited  (the  "Bank")  issued 
503.454,000  shares  of  common  stock  of  the  Bank  at  an  issue  price  of  ¥431  per  share, 
being  less  than  the  current  market  price  (as  defined  in  the  relevant  Trust  Deeds)  of 
¥492.90  per  such  share  as  at  28th  December,  1998  on  which  the  Bank  fixed  the  issue 
price. 

Accordingly,  the  Conversion  Prices  in  respect  of  the  above  mentioned  Bonds  were 
adjusted  effective  as  of  20th  January,  1999  (Japan  time)  as  follows: 

2000  Bonds  : 

Conversion  Price  before  adjustment:  ¥1394.00 
Conversion  Price  after  adjustment:  ¥1,368.90 
2002  Bonds  : 

Conversion  Price  before  adjustment:  ¥2,928.40 
Conversion  Price  after  adjustment:  ¥2375.60 


25th  January,  1999 


The  Fuji  Bank.  Limited 
5-5,  Otemachi  1 -choree 
Chiyoda-ku.  Tokyo,  Japan 


For  more  information  on  Cttsyfkn!  Business  Advertising  in  the  FT 
ptease  call: 

Tel:  -44  171  873  3349  Fa*:  -44.  171  873  3064 
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Notice  ta  the  Hfeldcn  of tfec  oatacuifiag  Bonds 


The  MitsuiTrust  and  Ranking 
Company,  Limited 

U.SJ100, 000,000 
Vfi  per  cent.  Convertible-Bonds  due  2001 

{tib'ScaA*} 

Notice  k hraeby  gom  (hat  The  Masai  Trast  nod  Ran  bn.  Company,  Linked 
haring  ia  ofStc  n Floor.  6 Broadggr,  F andnn  ECZM  27*B  aifl  ret^a  &ota 
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COMPANIES  DIARY 

Cost  control 
likely  to 
help  AT&T 
advance 

Aggressive  cost-control 
measures  are  expected  to 
help  AT&T,  the  US  tele- 
communications group,  to 
report  today  fourth-quarter 
earnings  per  share  of  $1,  op 
sharply -from  81  cents  a 
year  earlier,  according  to  a 
consensus  of  analysts’  fore- 
casts. 

Michael  Armstrong,  chief 
executive,  has  ordered  strict 
cost  controls  to  blunt  the 
impact  of  revenue  losses  in 
the  company's  traditional 
long-distance  market 
AFX-Nezos,  New  York 

• Citigroup  is  expected 
today  to  report  fourth-quar- 
ter warnings  of  56  cents  a 
share,  against  60  cents  a 
year  earlier,  according  to 
IBES  International.  The 
focus  will  be  on  the  perfor- 
mance of  the  Salomon  Smith 
Barney  unit  which  is  still 
losing  money,  analysts  sf»id 
AFX-News.  New  York 

• The  performance  of  its 
platinum  Tninwg  is  likely  to 
be  the. key  to  final  results 
from  Lonrho,  the  UK  con- 
glomerate, says  broker  Wil- 
liams de  Bros. 

The  strong  metals  price 
is  expected  to  have  helped 
the  mining  group  to  produce 
a pre-tax  figure  of  £103m 
($170m),  compared  with  the 
£20Lm  last  year. 

Demand  for  platinum  and 
palladium  has  been  powered 
by  the  need  for  vehicle 
catalysts,  while  supplies  are 
dwindling  because  Russian 
stockpiles  are  falling. 

Williams  de  Brofi  has  also 
highlighted  the  company’s 
strong  balance  sheet,  and 
believes  Lonrho  is  well  posi- 
tioned for  an  acquisition. 


WEDNESDAY 

• Compaq  Computer  is 
expected  to  report  next 
Wednesday  fourth-quarter 
earnings  of  36  cents  a share, 
compared  with  42  cents  last 
time,  as  robust  personal 


Leo  Ftm,  managing  director  of  Northern  Rock 


computer  sales  offset  lower 
average  selling  prices. 

Following  stronger-than- 
expected  earnings  from 
Microsoft  and  Intel,  mainly 
because  of  the  seasonal 
strength  of  PC  shipments 
and  booming  demand  for 
internet  use,  analysts  said 
Compaq’s  earnings  could 
exceed  estimates. 

AFX-News,  San  Francisco 

• Second-quarter  earnings 
at  America  Online  are  expec- 
ted to  come  in  at  13  cents  a 
share,  up  from  4 cents  a year 
ago.  The  company  is  expec- 
ted to  show  that  it  continued 
to  sign  on  new  subscribers, 
while  revenues  per  sub- 
scriber are  expected  to  bene- 
fit from  the  growth  of  online 
commerce  and  advertising. 
AFXNews,  San  Francisco 

• Full-year  results  from 
Northern  Rock,  the  bank, 
are  expected  to  show  an 
underlying  rise  of  7 per  cent, 
helped  by  strong  asset 
growth  and  fee  income, 
although  there  may  be  a 
little  margin  decline. 

However,  the  pre-tax  fig- 
ure is  expected  to  show  an 
increase  of  some  46  per  cent, 
as  a large  exceptional  cost 


last  year  will  flatter  this 
year's  result. 

BT  Alex  Brown  forecasts  a 
pre-tax  rise  from  £I38m  to 
£201m  ($332m),  while  the 
underlying  figures  should 
rise  from  £214m  to  £225m. 


THURSDAY 

• Alcatel  is  expected  to 
report  1998  net  profit,  exclu- 
ding exceptional  s,  of 
between  FFr3.6bn  and 
FFr5.6bn  (€850m.  $980m). 
compared  with  PFr4.7bn  last 
time,  analysts  forecast. 

Any  new  fectors  with  the 
potential  to  upset  profit  esti- 
mates would  most  likely  con- 
cern Alcatel’s  data  network- 
ing and  mobile  telephony 
operations,  analysts  said. 

Lucent’s  recent  $18.5bn 
takeover  of  Ascend  has  left 
Alcatel  without  a partner  in 
data  transmission,  where 
European  vendors  tradition- 
ally have  lagged  behind  their 
US  counterparts. 

AFX-News,  Paris 

• Misys,  the  UK  Computer 
software  group,  is  expected 
to  produce  interim  pre-tax 
profits  of  £48m-£56m  ($79m- 


S92m),  up  from  EIi.lm  last 
time.  Those  figures  were  36 
per  cent  ahead,  powered  by 
strong  demand  from  the 
financial  services  sector. 

However.  expansion 
beyond  the  core  financial 
services  business  with  the 
$923m  acquisition  of  Medic, 
the  US  medical  software 
group,  prompted  some  inves- 
tors to  fear  it  was  overpay- 
ing for  a relatively  small 
business  positioned  towards 
the  bottom  end  of  a lucrative 
market.  There  may  be  an 
update  on  how  Medic  is 
progressing. 


FRIDAY 

• Fiat’s  preliminary  1998 
results  are  expected  to  show 
pre-tax  profit  of  between 
L2,400bD  and  L2,83Sbn 
(€i.46bn,  $1.7bn).  on  sales 
ranging  from  L87,500bn  to 
L89,335bn  analysts  said.  That 
compares  with  pre-tax  profit 
in  1997  of  lA^oobn  on  sales 
of  L89,500bn. 

The  results  are  expected  to 
be  hit  by  operating  losses  at 
its  Rat  Auto  unit  following 
a sharp  fall  in  Brazilian  car 
sales  and  a drop  in  domestic 
sales.  AFXNews,  Milan 


NEW  INTERNATIONAL  BOND  ISSUES 
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■ TODAY 
Capomght  asp 

Debantams  tji  Z002rt>r  £1625 

DO  7V>%  Ln2002Afr  E3.875 

aactmeompononts  EL25p 

GB  Rniaeys  I5p 

Gamal  Bearie  5055 

Gtaxo  WUcome  6Vi%  Mb  2006 

561.25 

Goidon  Castle  Euro-Financ«  FRN  2004 
141.73 

Hoifling  Sacs  8%%  Db  2019  £4.1375 
Hydio<h«bK:  10%%  Dtx  Swiss  HW 
MfZOOl  CS54575 

■Senate  City  Counefl  7%  Ln  2019 

£350 

Lawb  U)  1(M«  Bda  2014  £1050 

Limit  Up 

Moiex  S0.015 

Dooms  A SO  .015 

Saltcrt  7%  Ln  2019  r?«ip 

Toys  Me  Manufacturing  7%  8*.  2002 

Y700C00 

Treouy  13VW  2000/03  MATS 
WNtscraA  l.7Sp 
Do5.1%PrfZS5p 


■ TOMORROW 
Index-Unked  2%%  2016  E2LS039 

Italy  FRN  Juty  26  1999  El  3^86 
Do  FRN  JUy  1969  Y1178 
Mhsu  Toram  CM™  3%%  Bda  2001 
Y3S00000 

Murray  Fnconta  3.1  Sp 
Premier  Farm!  Cv  Prf  S0.675 
Do  SI  .35  Cv  Pri  44. Bp 
Do  ADRSQ.B4375 
Ptamlgan  IntamaUuiwi 
Capital  Z2p 

Treasury  7Ti%  2015717  £3.875 
Uflraftama  3.7p 


■ WEDNESDAY 
JANUARY  ZT 

Bank  ol  Nova  Scoda  0SO21 
Baristord  B.3p 


Bristol  United  Press  6.75p 

Chaucer  ip 

Dawson  Hidgs  3.lp 

financial  Ree  for  Baca  TmnaecBone 

NeG  FRN  2016  E2 188.54 

Do  Senior  FRN  2016  £562.76 

Housing  finance  Agongy  2%  tdx-Lkd 

2008  £1.782 

Leeds  4.6p 

Longmead  2p 

NaiWest  Nts  $1546-71 

Norway  B%%  Nts  2003  CS8SL75 
Sappi  R1 

Scsttloh  Rada  7.7p 
Tokyo-MSUbbN  Ml  7*%  Nts  2002 
S375000 


■ THURSDAY 
JANUARY  Z8 

Action  Consular  StppBra  1.75p 

AuatraBa  13»%  Ln  2010  £8.75 

Mara*  BWfl  Scty  Sb  FRN  2005 

E19983J2 

BrfUsti  Energy  5Jp 

Canarian  Imperial  Bank  of  Commerce 

CSO30 

Comtno  12Sp 

Co-oparattre  BankSb  FRN  2000 

£32.16 

Crftctaay  5p 

Denby  325p 

Flaming  Asian  Inv  Tat  Q.7p 
HaOtax  8%%  Ms  2002  SB5J) 

Honda  Motor  6%  Bd  1099  YB00000J3 
Hyrio-Ouabeo  FRN  Sar  FY  Jul  2002 
S2S4^8 

Northumbrian  Water  5W%  Rd  Db  2012 

R?K 

Smaier  Co's  bnr  Tat  Eq-Lkd  Un  Ln 
2003  ZA*6p 

Teaoo  10%%  Bd  2002  £103.75 


■ FRIDAY 
JANUARY  29 

Abbey  NaUow)  Sflg  Cap  10WK  Sb 
Gtd  Bd  2002  £103750 


Alrsprung  fianfture  155p 
A6an5.lp 

AOance  A LsKastar  Treasury  Gtd  FRN 
2001  £18258 

ASM  bWh  Banks  Sb  Pitn  Cap  Pm 

Nts  £14555 

Mrlun  Underwriting  2p 

Awn  Rutabor  1B5p 

Babcock  Int  05p 

B0C  5%96  Nts  2X1  558.75 

CadOBntre  l.6p 

Canadian  Gan  bws  CS058 

Canadian  ImpariaT  Bank  ol  Commerce 

Fhg  Rate  Db  2084  530359 

Charm)  Mancb  Comnw  l5p  . 

Chsacur  355p 

Chloride  05p 

Cmwwfck  3.Bp 

Dartmoor  Irw  T»  355p 

Dow  Gbamicsl  SLL67 

Dunya  hv  1st  0A9p 

Dunarin  Enurprtsa  invTst  2.5p 

Dunedki  kic  Qrwth  Mr  Ta  1 1 KM  Db 

201 B £5.75 

Dyson  (J&J)l55p 

EdtnburgH  US  Tracker  Tst  5%  Cm  Pf 

£1.75 

Entarprtoe  Venture  Cap  Tst  2J25p 
Do  A 1.125p 
EucSdtan  2p 
Expro  Int  3.4p 

Fleming  Ikutb  Mr  Ta  2.0%  Cm  Pf 
15S0932p 

Do  35%  Cm  Pf  1.726Q27p 

Foraskyd  Tachnoksgy  VCT  3.62Sp 

FremBngton  Dual  Tat  1J5p 

Had4e^h255p 

Henderson  High  tee  Tat  1.75p 

HD  Hka  1.6d 

Hornby  2p 

ITE  0575p 

Jams  Hotels  i.Bp 

Lowe's  SO  .03 

Ltcdond  I0p 

Nn  West  Bank  Var  Rate  Cap  Nta  2000 
$1478.75 

Nadonwlda  Btdg  Scty  35%%  L Ln  2021 
£35025 

New  London  Cap  i.iBp 


Pennine  DowrtngAJM  VCT  155p 

Precast  W Z6o 

PrestMck  714%  Cv  Pf  3525p 

Ptarmigan  Int  Cep  Ts  3U«  Sb  Cv  Bd 

2009  £8155 

Rebus  0J7p 

Roiance  Saumy  25p 

Ranokl3.lp 

Royal  Bank  of  Canada  Rtq  Rate  Db 

2005  545.82 

SBS22p 

Schroder  Inc  Gnwth  Fd  I.l3p 
Schroder  UK  Grwth  Fd  05p 
Seton  Schol  Haatncare  35p 
Shires  Inc  35Sp 
Smith  tWH)4p 

Tempi.  Bar  tev  Ta  7%  Cm  Pf  2A5o 
3i45p 

Tor  Mr  Tat  lip 

Trensamerica  5050 

weds  Fargo  Rq  Rale  Sb  Nts  2000 

64652 

IMpnorn  Property  Inv  T«  CL2p 
Wobetey  9p 

Wohrerhsmpton  & Duday  Breweries 
1351p 

Y«mB(Hj35p 


■ SUNDAY 
JANUARY  SI 

Abbey  Nadonri  6%%  Und  5b  Nts 
Y2750000D 

Airflow  Streamltees  10%  Cm  Pf  5p 
Ateeanarie  £ Bend  0.7ih> 

BP  Amoco  8%  Cm  1st  Pf  25p 
Do  9%  Cm  2nd  Pf  3.15p 
Britannia  Bldg  Scty  13%  Perm  Int  Brg 
£65.0 

Carbo  5U%  Cm  Pf  2.G2Sp 

Chase  Manhattan  5036 

City  of  London  tev  Tat  8K%  Ob  2021 

£455 

Darwent  Valley  10<AK  In  Mtg  Ob 
2019  £50625 

Dawhtea  9W%  Cm  Pf  4575p 
Dixons,  Or  Pf  25p 
Bdos  6U%  Cv  Bd  2002  S31250 
EngBsh  & Scottish  teva  B%%  Db  2023 


84.125 

Do  11%  Db  2014  £550 

Ften  Hydro  Fin  9%  Gtd  Sac  bd  2021 

45p 

Hastemen  Estates  I0t:%  1st  Mtg  Db 
5016  £655 

Hemingway  Preps  10M%  isl  Mtg  Db 
2023  £5.1875 

Do  Cv  Un  Ln  2027  £3.75 

Kglfland  DisnhKs  5T.%  Cv  Sb  Bd 
2006  2575p 

Hydar  7Ti%  Cm  PI  3lB375p 
Iceland  MKM  Ln  2016  C7.25 
Mieaea  City  K Ccftwnwml  Tn 
RPHJcd  Db  2006  C236S6 
Jupaer  Spfit  Tst  458p 
Do  Unite  74  46p 

LAB  Mrs  Blh%  See  Bd  2014  «JJ625p 
MaMrunkMflamBftBp 
Peabody  Tst  10W%  1st  Mtg  Db  2018 
£5.125 

Pressac  iow%  Cm  Pf  &26p 
Rank  Cv  Rd  Pf  4.125p 
Scottish  Eastern  Inv  Tst  B'i%  Db  2024 
Bjg 

Do  9K%  Ob  2020  £4575 
Do  12%%  Db  2012  £6.1875 
Scottish  Mongage  & Tst  6M%  Db 
2023  £3.4375 

Skiptan  Bldg  Scty  I2^i%  Perm  tm  Brg 
£64575 

Smui  & Nephew  5'1i%  Cm  Pf  152Sp 
S&U3l^%  Cm  Pf  1.S6875P 
Tesco  4%  Un  Deep  Dtscom  Ln  2006 
£2.0 

31  Smaller  Quoad  Co's  Ts  74*%  Db 
2022  £3575 

Throgmorton  Tst  71^%  Cm  1st  Pt 
25375p 

Toronto- Domireor  Bank  C50- 34 
Transport  Dev  12VK  Un  Ln  2008 
PAPA 

LMvsnay  of  Lancaster  9*.%  1st  Mtg 
Db  2025  £2^*375 
Ware  8%  Cv  PI  4p 
Whitbread  11%%  Db  2011  £55125 
Widney  7%  Cm  Pf  2.45p 


M TODAY 

COMPANY  MEETINGS 
Leeds  Grp.  Jarvis  Parkway  Hast, 
Odey  Road.  Leeds.  1200 
Richmond  Foode,  Mansion  Lane, 
Cmugaus.  Leeds.  12.00 
BOARD  MEETINGS. 

Final. 

Lonrho 

tetetints. 

Rttronic 

Haynes  PubSsMng 
US  Smalar  Ca'e  Inv 
Wkitrust 

■ TOMORROW 
COMPANY  MEETINGS 

Dawson  HMgs.  Creyflon  Parte  Hotel. 

7,  Aityre  Road.  Croyoon,  2 30 
Jennings  8ms,  Bridge  ten,  Senton 
Bridge.  Curotma.  n.so 
Vletrsa.  4,  Kings  Anns  Ysd,  E.C . 
10.00 

Wolsartampton  a Dudley  Bruveriee. 
WriVeitumptcn  wanderers  FC. 
MoSnsu*.  Waterloo  Road. 
Wolverhampton.  12.00 
BOARD  MEETINGS. 

Finals: 

IMS 

London  Scottish  Bank 
tetarom 

Aston  VHla 

Casafcty  Bras 
Rl 

Photo-Me  bit 

■ WS9  JANUARY  27 
COMPANY  MEETINGS: 

Capital  Radio,  Capital  Rxfao  Cate. 
29-30,  Leicester  Square.  W.C . n 00 
Charlton  Athletic.  The  Valley.  Floyd 
Road.  S.E.,  a 00pm 
French.  ViOage  Hotel  & Lefcure  Club. 
Chearie  Road,  Chearie.  Cheshire. 
1050 

Scottish  Radk>,  Oydabank  Business 
Park.  Ovdebank.  Gbagow.  1250 
Smith  fWHJ,  The  Bretmy.  ChbweO 
Street  E.C . 11  30 
BOARD  MEETINGS 


Fmat 

Northern  Rock 
teknine 


m TOURS  JANUARY  88 
COMPANY  MEETINGS. 

Care  UK,  Myland  Hall  Education 
Came.  Bamaoft  CVsse.  Htgimcods 
Cofchesiei.  1030 

Denby,  Enhonge  House,  Prunoea 
SheeL  E C . 10  30 

Oovett  High  Inc  Inv  Tat  ShacMeton 
House  4,  BaWo  Bridge  Lane.  5.E.. 

12  00 

BOARD  MEETINGS. 

Final. 

Bensons  Crisps 
interims' 

Bryant 

Int  Greetings 

Medkys 

Mays 

■ FRI  JANUARY  29 

COMPANY  MEETINGS 

Cooper  [FJ,  VVotmtumpwn 

Wanderers  FC.  Molmeui.  Waterioa 

Road.  Wohieriumpton.  12.00 

Dominion  Energy,  77.  South  Audrey 

Street  VV..  11.30 

Scottish  |nv  Tst,  6.  Nbyn  Place. 

Edinburgh,  It OO 

BOARD  MEETTNQS 

FreNs: 

Derby  Tst 
Partridge  Ftee  Art 
Men  nr 

Stevsrt  2Sgomste 

Gorrfurry  ivgtag-.  are  amuJl  generd.' 
meetings  unress  oman»,se  sarsef 
Ptaia  note  Flopert'j  and  Accounts  n 
not  nomuDy  ovtalobie  untd  s<  vnreka 
after  the  boivd  meetng  to  aopiMe  me 
prettmlnarv  results.  TJsa  lat  is  net 
necessarily  comprehenoiiie  wnce 
compamiM  are  not  obliged  to  rubh  tria 
Stock  E«  change  ol  imminent 
annourreemorita . 


MMM  ah. 


CONFERENCES,  VENUES  AND  COURSES 


CONFERENCES 


BEFORE  YOU  INVEST 
“Howto  bay  a Nursing  Home”  | 

Up  lo  20%  return  on  investment. 

In  depth  examteatlon  on  Incoma.  | 
Costs  & Net  profit.  ReglstraliorL 
Valuation.  Future  potential.  Loans. 
Present  & future  registration  laws. 
Managing  the  Home  at  aima 
length.  5 hour  seminar  with 
booklet  & notes. 

Convenient  venues  North  8th  Feb 
or  South  20  Feb.  Lunch  included 
£130  for  one  place  £50  any  extra. 
Book  now  - limited  to  20  pieces. 

Gtazahafl  Healthcare  Specialist 
82  Glmebrook  Lane, 

Giazebrook,  Cheshire 
WA3  5BE  (eat  1882) 

Ex  home  owners  & group 
nwagari 
Teh  0161  778 1536 
Fax:  01 61  7762896 


3rd  Annual  Urban  Land., 
iwtftute  • * ■ - ■ ■ 

Intematlanal  Real  Estate 
Investment  & Finance 
Conftren&e 

How  will  the  Euro  and  world 
finandal  maikstsaflecl  capital 
flows,  development  and  the  end 
usei? 

Find  out  Join  Sam,  Zel,  Lord 
Currie  <A  Marytebona,  WB  Alda, 
John  Gomez  Hal,  Jan  Doets,  Jan 
do  Krai,  Mtahei  Paiiat  and  real 
estate  Industry  leaders  from  across 
Europe  and  aitumd  the  world! 

TH.  44-1 81-748471 01 
Fax  44-181-741-1199 
E-mail  uBeuropeOuTi.org 

La  Camreul  do  Loans,  Paris 


FEBRUARY  23 
Business  with  the  New  Italy 

Giyforran  aad  ihe  Italian  rThamhw  of 
Commerce  bring  regreher  an  exceptional 
panel  inclnding  The  Minuiei  for 
Foreign  Trade,  The  Italian  Treasury. 
Italian  indmtrialuu  and  banken.  to 
examine  prospect*  for  business  with  die 
New  Italy.  Sponsored  by  Freshfidds. 
Confeonwwmo,  Cassa  di  Rkpannio  di 
Ptxugia  and  D Sole  24  Ore. 
flnwiws-  Gtyfanun  i iJ 
Tel:  0L225  465744  Fax:  01225  442903 
e-mail:  i 06703 5270®comp«t5en«ucom 
LONDON 


SoKwin  Business  Network 
Spotlight  on  UK  Software  Industry 
Featuring  keynote  address: 

RL  Hon.  Stephen  Byers,  Secretaiy 
ol  Stale  for  Trade  & Industry. 

50f  showcase  presentations  from 
UK's  hottest  software  companies. 
Sponsored  by; 

* PrioewateihouseCoopers 
•Taylor  Joynson  Garrett 
•Warburg  Dfllon  Read*  London 
Stock  Exchange  • Duriacher 
- Regent  Associates  • Ekterstraet 
Intwnaflonai  r European 
Technology  Forom  • CSSA»DTI 
1b  register  contact: 

Zo6  Hemming, 

Software  Business  Network 
Tb):+44 171  395  6717  or 

email:  anaJieniinlngCoise-oo.uk 


Hotel  hterOHikmbl,  London 


International  Hotel  Investment 
Fonim.  A Focus  on  Eorope 
A powerful  and  thought-provoking 
conterence  on  today's  complex 
and  rapidly  changing  European 
hotel  markets  will  provide  a timely 
forum  © address  Issues  important 
to  the  European  and  International 
hotel  Investment  community. 
Conference  Chairman  - Sir  Ian 
Prosser,  Chief  Executive  of  Bass 
PLC 

Contact  Teas  Pearson, 
Advanstar  Communications 
Tet  01244  378888 
Fax:  01244  370011 


Hotel  Inter-Contfnentat 
Berlin,  Germany 


MARCH  11 

FT  UK  Stakeholder 


MARCH  30  & 31 

Central  & Eastern  European 

Power  Industry  Forum 

High-level  forum  for  ministry  officub, 
utilities,  advisors,  investors  analyzes 
gas  and  electricity  sector  co-operauoo. 
project  financing,  privatization, 
nrvcsnncm. 

'Energy  Regulation  and  Enogy  Trade' 

Pre- Conference  seminar  March  29. 

Venue:  Sheraton  Hotel 

Contact  PcnnWdl  Publishing  UK  CAE 

Teh  44  1706  342222 

Fax:  44  1708  379344 

email'  pemroeOtS’ CompuServe. com 

Waraatr,  POLAND 

APRIL  22  & 23 
FT  World  Pharmaceuticals 
The  pharmaceuticals  industry  now  faces 
unprecedented  challenges  as  we  emer  the 
mOlemum.  Thk  FT  conference  will  reflect 
on  the  industry's  successes  and  investigate 
the  new  challenges  being  set  by  its 
customers  rad  spaosos,  considering  bow  i 
it  will  need  to  shape  itself  for  the  fust 
decade  of  the  2 1st  Century. 

Concur  Joanna  Edwards 
TO:  0171  873  3374 
Free  0171  873  3067 

Email:  j<rei>ULedwanls(&  ft.com 
wwwJkx*ifern]ce$xam 


VENUES 

^f^IFF 

hrtwiMrtioMl  farehy  of  Bum 


IFF  TRAINING  CENTRE 


IFFTb  state  ol  the  ait  training  centre 
located  in  the  heart  of  the  Cty  of 
London  in  Quran  Victoria  Streoi  is 
the  deal  venue  for  company 
training  and  olMta  moattegs. 

O Accommodates  10-78  people 
OFuByAV  equipped 
O First  dass  catering 
O Full  st^Dport  of  IFPs  training 
centre  team 
O Compettttva  prices 


CONTACT: 
f.VI.'ir.  ’ DjVoro 
Tc>::  .j:  171  32?  2J36 
-.ix : 1 44  *7-  32?  2432 
Grr 

MaeVcrn  :oTipus?rvs.c:i 


iipip 


Wsznazam 


A new  prestigiois  cuy  vraue  within  the 
Financial  nines  Head  OfGce.  Ideally 
soiled  for  scminais,  press  launches, 
corporate  functions  and  cocktail 
receptions.  Sophisticated  audo  visual 
oqtasaneasuahteforaQ  requirements. 
Supportive  and  professioBal  stuff  on 
hand  to  assisl  yno. 

For  ftntber  details  please  contact: 
Jay  Amin 

TO:  444  (0)171 873  3186 
Fax: -»44  (0)171  673  3067 
Emnfi:  JayjaninteFTxom 
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LANGUAGE  COURSES 
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Energy  Market  Forecast  In 
Spain,  Portugal,  Latin 
America  and  Philippines 


Lonrlnr.  1 1 F . ■ l ru.it  v H\ 

■>:i  C.irlinn  Ti'-'.VL-rs  Holi  1 

The  Electrical  Market  In  Spain  and  Portugal  j 

Mr  Otar  Hatful 
ExOufemin- Repsol 

MrAntenb  Corah 
Dtrecnr  General  of  fntsgy  (SpakO 

ktrAntoolo  kmtorza 
Partner  - Denton  Haft 

Mr  Monte  TWAi 

CEO,  HkhvraiaMvteo  (Spate) 

Mr  Cruz  MoraU 
flnaMrat-  Bmtrtclitwte  de  fintngri 

4+ fori  Morira  Lsadr 
Genaral  Dtador  dt  HBWt  CSptai) 

UrWgriAngcIFtmfaklOrMiki 
aubnar\  CNSE 

• 

The  Gas  Sector  in  Spain  and  Portugal  I 

Chehnaa  Cm  Nabnl 

Mr  Aalonte  Mate 

aaimwi,  Ttamgm 

Mr  Vktorim  Rrimv 

Vfra  ChateTOn,  Unidn  Fcnosa 

The  Experience  in  Lathi  America  and  Philippines 

Mr  lofiid  Miranda 
CEO,  Endesa 

MrLubTtBa 
Secretory  o(  Energy  (Mbqco) 

Mr  Trends  CaOcfa 
DhaetorGoneaL  ttradrela 

MrC*UaM*hDdga<k> 

E*  PtertdBm,  NadonaL  Power  CorpL 

DENTON  HALL 


For  tefoimation  and  regbterilon  please  anai  Rah  Halm*  at 
screlnantedantonhilLcom 

FIVE  CHANCESY  LANE  CLUTO ED'S  INN  LONDON  EC4A1SU 
TEL  *44  (0)171  242  1212  FAX  +44  16)171  464  DOW 

wwwdwiUwkalLcoa 

tnaK  r*”"1*  Bosonwc  umpm  mum  h»«i  mosoow  rnwyon 

gHGAIWl  TOXTO 

ctnoam  oumurz  onataix  mom  pmww 
nuimJtr  HAtaUSC  MADBP  WMCH  OSLO  MK  VUXttt 


TTSTITw 


hngnage^aqquishioo 

The  Euro  is  here  but  not  thefikp^mBiagB-L- : 

Master  English,  French,  German,  Spanish,  Italian  or 
Russian  at  one  of  our  European  residential  centres 
and  gain  an  edge  over  your  competition _ 

> Intensive,  one-to-one  '■■■■.■  ' 

> Tailor-made  curriculum  _ ' • 

6 Qualified,  experienced  teachers 

> Private  accommodation  ~ >Sw~ 

> Meals  and  refreshments 

> Cultural  input  RICHARD  LEWIS 

b Airport  piefc-up  etc.  toaatRiCkiiOiiS 

6 other  languages  also  available 

For  more  information,  please  tel +44  1962  771111 
contact  our  head  office:  fax +44  1962  771050 

Rivantdown  House,  Wamfard.  email  infb@croescdttuve.com 

Hampshire  S032  3LH.  UJC.  WEB  wwwxrossetdturexoin 


i!  ip 

Mjm^r ... 


At  last, 

Cairo 


ecomes 


tome 


to  a place  fit  for 

Kings. 


THE  NEW  CONRAD  INTERNATIONAL  CAIRO,  overlooking  the  Nile  is 
the  perfect  setting  for  either  business  or  pleasure.  It  is  the  most  prestigious 
hotel  to  have  been  built  in  Cairo  in  the  past  10  years.  Experience  the  real 
comfort  in  one  of  our  619  luxurious  guestrooms  and  suites  all  enjoying 
comprehensive  facilities  for  the  most  discerning  business  and  leisure 
travelers,  24  hour  business  center,  five  executive  floors  with  butler  service, 
a host  of  bars  and  themed  restaurants  with  terraces  overlooking  the  Nile, 
a fully  equipped  health  dub  and  a world  dass  casino.  Is  it  any  wonder  the 
Conrad  International  Cairo  is  considered  a hotel  worthy  of  kings. 

For  group  Inquiries  and  Information,  please  call  the  Conrad  international  Cura  at 
(20)  2-580-8000,  tax  (20)  2-580-3080.  For  Individual  reservations,  please  contact  your 
travel  planner  or  Hilton  Reservations  Worldwide  at  <44)990  445  866.  You  can  aho 
moke  reservations  online  at  httP’JwwwxonradteiernmionaLcom. 


CONRAD 

INTERNATIONAL 


FAST.  EFFECTIVE.  AFFORDABLE 

Would  speaking  your 
Customer  s language 
have  made  the 
difference  ? 


Did  your  last  meeting  overseas  go  as  wefl  as  you  had 
hoped?  No  ? Why  not  ? Did  you  lose  out  to  a competitor 
who  dkl  speak  the  language  of  the  customer? 
Don't  lot  it  happen  again  - 

Call  BERLITZ  for  details  of  'Doing  Business  In' 
French/German/Spanish  NOW  on 


o 

0121  - 643  4 
3 

1 - 226  7198 

Helping  the  World  Comirainicaie. 


FEBRUARY  B- 12 

ScMi  - paromrs  te  financial  kmmlndgt 

Corporate  Credit  Analysis 
Skills -Level  II 

« Emmy*  rl  liiliwiwiM  jnrfw6ii|»  fYwrtil 
Ratine  * Non- financial  Factors  • 
Maaganca  Ctanpoocc  * Imciptcimoii 
of  Financial  Information  • Cashflow 
Modelling  • Accounting  Concepts  and 
Standards  ■ Creative  Accounting 
- Contingent  Liabilities  * Corporate 
Fatten;  and  Recovery  Strategies 
5 Days 

Co<xa.T.  Birtfnn  Teaming  & Consulting 
1-6  Laniard  SL  EC3V  9AA.  Laatfoo 
Tel:  0171  929  5633  Free  0171 929  6644 
Fimii-  bachudbutinLcon 

LONDON 

FEBRUARY  15- 17 
btesMn  -pmmws  in  flnaneiaf  Jamtedga 
Introduction  to  Treasury 
Products 

* FX:  Basie  DefiattHtts,  Mayor  influences 

and  Key  Pfayos  ■ Mechanics  of  Spot  ood 
Forward  FX  1 Basket  and  Cross 
Cuncotic.  - Money  Markets:  Bank  of 
EngLmd  Operations  * Key  m the 

Market.  Cash  Market  Insinuncmi 

• Futures,  FRAs.  Interest  Rate  Optuas. 
Caps  * CoU*5  and  Floao.  Swaps 

3 Days 

fVintaft-  Kirilin  Tmmng  A 

1-6  Lombard  St,  EC3V  9AA,  London 

Td:  0171 929  6633  Fox:  0171  929  6644 

LONDON 


COURSES 


FEBRUARY  IS -IT 
Power  Ink's  UK  Generation 
Workshop 

In  association  with  Man  MacDonald. 
Three-day  intensive  course  designed  os 
a one- stop  management  briefing  for 
executive*-  Invaluable  lo  those  seeking 
■ thorough  grounding  in  generation  and 
triMerf  issuer. 

Approved  by: 

The  Institnie  of  Energy. 

Tel:  Karen  44  (0)1273  202920 


MARCH  22-26 
Financial  Modelling  Series 

Leading  praennoners  and  expem  fmm 
both  kidm  o (he  Atlantic  present 
Day  1:  Beyond  Marimwiu  - A one  day 
Workshop  on  Novel  Methods  of 
Portfolio  Management: 

Day  2 A 3:  As>ei  nod  Liability 
Management  (AIM)  McdeUtqg  & Risk 

Dcasums; 

Day  4 & Si  Stochastic  programming 
Workshop. 

UNICOM 
TO:  01895  256484 
Fax:  01895  813095 
Infctfnueomxtudt 


APRIL  19 -JUNE  7 
FT  City  Course 

The  FT-CTty  Cmiu.  which  takes  pbci- 
over  8‘  weekly  afternoon  sessions, 
prm  ido  an  excellent  intruhiduoa  u the 
Ch\'  of  Lmdaa  as  a majnr  financial  and 
tradl  IK  centre. 

Comaci-  Jonmu  Etta  aids 
FT  CimTcicnco 
TO  1+441 171  8733374 
Fas:  (+44 M7 1 K73.HM7 
Enunl:  joanna  edwurdsfef  FT.  ram 

LONDON 


Conferences, 
Venues 
& Courses 


k 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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FINANCIAL  TIMES  MONDAY  JANUARY  25  1** 


CURRENCIES  & MONEY 


GDP  may  sway  US  ! 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


doing  Cange  BfcfcSsr 

■M-aftt  Hi  mat 


Dq*i  ad  Oh  nat 
Ngfi  taw.  An  W8 


R»  WA  fm 


m M*tf 
%»a»Mw 


By  Rorian  GimbeJ 

This  week  will  show 
whether  the  US  economy  has 
continued  to  boom  with  the 
release  on  Friday  of  the  pre- 
liminary estimate  of  gross 
domestic  product  (GDP) 
growth  for  the  fourth  quar- 
ter of  1998. 

Surging  consumption  and 
investment  are  likely  to 
have  resulted  in  a substan- 
tial rise  in  GDP.  to  a quar- 
terly annualised  rate  of 
around  4.6  per  cent.  Con- 
sumer spending  is  expected 
to  rise  by  at  least  4 per  cent, 
while  plant  and  equipment 
investment,  as  well  as  hous- 
ing activity,  should  also 
have  boosted  output 

For  the  time  being,  defla- 
tionary pressures  stemming 
from  the  problems  in  emerg- 
ing markets  may  have  kept 
US  interest  rates  lower  than 
the  strength  in  domestic 
demand  would  warrant. 

But  the  continued  growth 
of  the  US  economy  may  put 
further  pressure  on  the  Fed- 
eral Reserve  to  raise  interest 
rates,  which  could  push  up 
the  dollar  in  the  short  term. 


In  the  longer  term,  the 
market  may  wonder  how: 
long  the  pillars  of  US  growth 
' can  stand  under  the  strain  of 
a widening  Latin  American 
crisis. 

If  the  delicate  balance  is 
upset,  It  may  end  the  US 
asset  price  bubble,  just  as 
happened  in  Japan  before  it 
entered  into  recession  in  the 
early  1990s.  Should  this 
worst  case  scenario  material- 
ise. markets  could  react  with 
a vengeance,  pulling  money 
out  of  US  asset  markets  and 
causing  the  dollar  to  col- 
lapse. 

Markets  this  week  will 
also  be  watching  other  coun- 
tries in  Latin  America  for 
signs  of  currency  weakness, 
given  the  foil  in  the  Brazil- 
ian Real  last  week. 

Attention  will  focus  on  the 
Argentine  currency  board, 
which  may  conie  under 
increasing  pressure  as  anx- 
ious investors  continue  to 
swap  pesos  fori  dollars.  The 
Argentine  central  hank  last 
week  produced  a report  on 
the  feasibility  of  abandoning 
the  peso  and  switching  to 
the  US  dollar. 
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Congress  vote  keeps  Brazil  centre  stage 


aROP^qV^EW 

By  Bertrand  Benoit 

European  equity  markets 
are  bracing  themselves  for 
more  turbulence  in  Latin 
America  this  week,  while 
concern  about  the  deteriorat- 
ing economy  at  home  is  rele- 
gated to  the  background. 

The  crisis  in  Brazil  will 
remain  centre  stage  as  the 
government  pushes  more  of 

FTSEEbfoc  100 

Index 


its  austerity  programme 
through  congress.  The  main 
item  - a tax  on  bank 
cheques  and  other  cash  sub- 
stitutes - comes  before  rep- 
resentatives on  Wednesday. 

"It  does  not  seem  much, 
but  it  is  a crucial  part  of  the 
fiscal  adjustment  pro- 
gramme.” said  Shaun  Roach, 
emerging  market  strategist 
at  ING  Barings.  "Any  slip- 
page would  send  a very  neg- 
ative signal  ** 


Brazil's  desperate  attempts 
to  curb  dollar  outflows  - 
running  at  Z300m  to  $400m  a 
day  - are  certain  to  keep 
investors  busy.  But  attention 
win  also  focus  on  Argentina, 
seen  as  the  next  weak  lmk 
in  the  chain 

"Any  interest  rate  hike  or 
bank  deposit  shifts  suggest- 
ing that  dollars  are  begin- 
ning to  flow  out  would  be  a 
concern,”  Mr  Roach  said. 
"Argentina  is  a bridge  for 


currency  volatility  between 
• Latin  America  and  Asia." 

The  FTSE  Eurotop  300 
index  of  leading  European 
stocks  ended  last  week  12L99 
lower  at  LlfiO.35,  while  the 
FTSE  EUTOtOp  100  fell  37.02 
to  2,711.17.  The  FTSE  Ebloc 
index  of  euro-zone  shares 
lost  9.95  to  992.11. 

After  a relatively  good 
week,  the  financial  sector  is 
set  for  a bumpy  ride  over 
relgrdted  concern  about  its 
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exposure  to  Latin  America. 

According  to  the  Basel- 
based  Bank  for  International 
Settlements,  European 
banks,  including  the  UK  and 
Switzerland  but  excluding 
Greece  and  Portugal,  have  a 
S209bn  exposure  to  the 
region,  against  S64J2bn  for 
the  US. 

Unemployment  figures 
and  the  latest  business  sur- 
vey in  France  are  expected 
to  confirm  that  the  conti- 
nent's economic  growth  is 
slowing  quickly. 

Meanwhile,  the  Confedera- 
tion of  BritiBh  Industry’s 
Industrial  survey  should 
give  indications  as  to  where 
the  UK  Is  heading. 

The  telecoms  sector  will 
also  be  in  the  spotlight. 
Ericsson  may  disappoint  the 
market  when  it  reports  1998 
sales.  Nokia  and  Alcatel  are 
also  publishing  sales  figures 
this  week,  while  Rh6ne- 
Poulenc  and  Total  are 
announcing  full-year  results. 
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There’s  only  one  place  to  go  for  your  euro  solutions. 

And  here  they  all  are. 
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FINANCIAL  TIMES  MONDAY  JANUARY  2M«* 


MONDAY  25 


Spotlight  on  Kosovo 

The  crisis  in  Kosovo  and  the  ambitious 
Agenda  2000  project  for  reform  of  the 
European  Union's  finances  and  its 
agricultural  and  structural  funds  will  be 
the  mein  topics  for  discussion  by  EU 
foreign  ministers  at  their  monthly 
meeting  in  Brussels  today.  Diplomats 
do  not  rule  out  moves  to  toughen 
sanctions  against  Slobodan  Milosevic, 
the  Yugoslav  president,  following  the 
deaths  of  45  ethnic  Albanians  in  Racak 
village  10  days  ago.  The  Agenda  2000 
discussions  are  likely  to  see  a vigorous 
exchange  over  proposals  from  the 
German  EU  presidency  to  cut  spending 
on  agriculture.  There  is  no  expectation 
that  Bonn's  Ideas  will  be  approved  by 
all  15  EU  member  states. 

Banana  dispute  debate 

The  dispute  settlement  body  of  the 
World  Trade  Organisation  meets  in 
Geneva  and  is  due  to  debate  the 
banana  trade  war  between  the  US  and 
the  European  Union.  The  US  has 
threatened  to  impose  sanctions  on  EU 
exports  from  February  1,  but  hopes  of 
a settlement  rose  over  the  weekend 
after  Renato  Ruggiero,  WTO 
director-general,  proposed  a peace 
formula.  The  agenda  also  includes  four 
EU  requests  for  dispute  panels. 

WHO  executive  meets 

The  32-strong  executive  board  of  the 
World  Health  Organisation  meets  in 
Geneva  for  the  next  two  weeks  to 
discuss  the  reforms  introduced  by  Gro 
Hariem  Brundtiand,  its  new 
director-general,  and  the  WHO's 
budget  for  2000-01 . The  board  wQI 
also  consider  Or  Brundtiand's 
tobacco-free  and  anti-malaria 
Initiatives,  a revised  drug  strategy  for 
member  countp'es  and  progress  on  the 
drive  to  eliminate  poGo  by  2000. 

Curbing  pollutants 

Negotiations  on  an  international  treaty 
to  ban  or  restrict  emissions  of 
so-<ai(ed  persistent  organic  pollutants 
(pops)  continue  this  week  in  Nairobi 
under  the  auspices  of  the  United 
Nations  Environment  Programme.  The 
treaty,  which  countries  hope  to  adopt 
next  year,  already  deals  with  12 
pesticides  and  industrial  byproducts, 
including  DDT,  dioxins  and 
polychlorinated  biphenyls  (PCBs). 

Cold  logic 

New  Zealand  hosts  the  first 
Inter-governmental  meeting  in 
Antarctica,  at  Scott  Base.  All  26 
Antarctic  Treaty  nations  are  invited  to 
the  meeting,  which  wilt  focus  attention 
on  the  frozen  continent  and  Its  fragile 
ecology  (to  January  28). 


FT  GUIDE  TO  THE  WEEK 


The  transatlantic  battle  over  banana  exports  i 


Albright  visit 

Madeleine  Albright,  US  secretary  of 
state,  visits  Moscow  for  talks  with 
senior  Russian  officials.  Relations 
between  Moscow  and  Washington  are 
still  tense  following  the  latest  air  strikes 
against  Iraq,  which  Russia  strongly 
opposed,  and  threatened  Nato 
intervention  In  the  Serb  province  of 
Kosovo. 

Senate  call 

The  US  Senate  is  scheduled  to  debate 
motions  on  whether  or  not  to  dismiss 
the  case  against  Bill  Clinton,  the 
president,  or  to  call  witnesses  In  his 
Impeachment  for  perjury  and 
obstruction  of  justice. 

Leadership  challenge 

Likud,  the  ruling  Israeli  political  party, 
holds  primary  elections  In  the  battle  for 
its  leadership,  currently  held  by 
Benyamfn  Netanyahu.  A run-off  will  be 
held  on  February  4 if  needed. 

Indonesian  aid 

International  donors  will  reveal  details 
of  a financial  aid  package  for  Indonesia 
at  a meeting  in  Jakarta.  Indonesia 
wants  help  to  pay  interest  on 
government  bonds  it  has  issued  to 
back  the  recapitalisation  of  banks. 

Chretien’s  Warsaw  trip 

Jean  Chretien,  the  Canadian  prime 
minister,  leads  a trade  delegation  to 
Warsaw. 

Kozlov  steps  down 

Andrei  Kozlov,  first  deputy  chairman  of 
the  Russian  centra!  bank,  leaves  to 
open  his  own  commercial  bank. 


due  to  be  debated  at  the  World  Trade 


Kozlov,  who  announced  his  decision 
on  January  12,  was  one  erf  the  chief 
architects  of  the  government’s  ill-fated 
treasury  blfl  scheme. 

UN  meets  Taleban 

A United  Nations  mission  is  due  to 
arrive  in  Kandahar,  Afghanistan  tor 
meetings  with  Taleban  representatives 
on  regional  security  and  the  progress 
of  inquiries  into  the  murder  of  three  UN 
staff.  , 

Sri  Lankan  polls 

Local  elections  are  scheduled  In  Sri 
Lanka  amid  increasing  violence, 
notably  In  the  north-western  province 
of  Wayamba,  where  the  governing 
People's  Alliance  is  hoping  to  unseat 
the  opposition  UNP  from  one  of  its 
traditional  strongholds. 

Lost  property 

The  United  Nations  Education, 
Scientific  and  Cultural  Organisation 
holds  a meeting  in  Paris  of  the 
"intergovernmental  committee  for 
promoting  the  return  of  cultural 
property  to  their  countries  of  origin  or 
their  restitution  in  the  case  of  Illicit 
appropriation''.  Discussion  will  focus  on 
the  creation  of  a fund  for  the  recovery 
of  such  property  and  the  use  of  . 
modem  technology  to  find  it 

Council  of  Europe 

The  parliamentary  assembly  of  the 
Council  of  Europe  is  scheduled  to 
meet  in  Strasbourg.  Debates  are 
expected  to  include  reports  on  the 
project  for  a greater  Europe, 
membership  for  Georgia,  the  creation 
of  a post  for  a human  rights 
commissioner  and  the  election  of  an 
assembly  president 
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lotion's  Monday  efispute  setflemant  mealing 

On  the  menu 

The  United  Nations’  Food  and 
Agriculture  Organisation’s  agriculture 
committee  meets  in  Rome.  It  will 
review  progress  on  a policy  document 
for  the  next  15  years,  hear  a report  on 
farm  animal  genetics  and  discuss 
papers  on  biotechnology  and  land  and 
water  resources. 

FT  Survey 

Business  Education. 

Holidays 

Brazil,  New  Zealand. 


TUESDAY  26 


German  power  play 

Gerhard  Schroder,  the  German 
chancellor,  hosts  talks  In  Bonn 
between  ministers  and  energy  industry 
executives  to  discuss  plans  for  phasing 
out  nudear  power.  The  decision  has 
proved  one  of  the  most  controversial 
Issues  since  the  government  took 
office,  provoking  a spirt  between  the 
chancellor’s  Social  Democratic  Party 
and  the  Greens,  the  junior  coalition 
partner,  and  soured  relations  with 
France  and  Britain  which  have  valuable 
contracts  to  reprocess  nuclear  waste 
from  German  reactors. 

Call  for  arms 

The  collection  of  Uegalty-hekl  weapons 
begins  in  the  Gramsh  region  of  Albania 
under  a pilot  scheme  financed  by  the 
United  Nations  Development  Plan 
which  provides  improvements  in  local 
infrastructure  in  return  for  the  surrender 
of  arms. 


Economic  report 

The  Organisation  for  Economic 


Holidays 

Uganda,  Australia,  India. 


WEDNESDAY  27 


CAP  reform  vote 

European  Commission  proposals  for 
reform  of  the  Common  Agricultural 
policy  will  be  put  to  the  vote  on  the 
second  day  of  a two-day  plenary 
session  of  the  European  parfiament 
that  starts  in  Brussels  today.  Debate 
on  the  first  day  will  include  the 
prospects  for  greater  EU-wide 
co-operation  on  arms  policy  and  the 
development  of  a comprehensive 
partnership  with  China. 

Anan  flies  in 

Kofi  Anan,  United  Nations 
secretary-general,  makes  an  official 
two-day  visit  to  Belgium  where  he  will 

meet  representatives  of  the  European 

Commission  and  visit  Nato 
headquarters  for  talks  with  Javier 
Solana,  secretary-general,  on  current 
peacekeeping  operations  and  the  Nato 
summit  scheduled  tor  April. 


Caribbean  caucus 

Heeds  of  government  of  the 
Organisation  of  Eastern  Caribbean 
States  meet  in  Dominica  where  their 
discussions  are  expected  to  cover  the 
continuing  banana  imports  dispute 
between  the  US  and  the  EU  and 
progress  on  Introducing  more 
competition  into  telecommunications  In 
the  region  (to  January  29). 

Human  face  of  business 

Top  officials  from  United  Nations  and 
other  humanitarian  agencies  and  chief 
executives  from  leading  multinational 
companies  hold  the  first  Business 
Humanitarian  Forum  in  Geneva.  The 


aim  of  the  meeting  is  to  "explore 
possibEties  for  mutual  support"  with  a 
discussion  of  the  relationship  between 
humanitarian  work  and  business 
investment,  including  rehabilitation  and 
reconstruction  following  war  or  natural 
disasters. 


THURSDAY  28 


Davos  forum 

The  annual  meeting  of  the  World 
Economic  Forum,  which  brings 
together  senior  business  and  political 


figures  to  discuss  the  i 

X™  bocins  bi  Davos  ito  February  ej. 
^'z^Wbeads  of 

pikers,  businessmen.  wjentWsan 

^dentics  wai 

United  Nations  secretaty-genera'*  ww 
irisit  as  part  of  a European  touf. 

riniH  h pari no 


sean  meeting 


Cyprus  trial 

fbe  trial  of  Uri  Argov  and  Yisreal 


FT  Survey 

FT  500. 


FRIDAY  29 


Russian  budget 

The  1999  Russian  budget  gets  its  third 
parliamentary  reading.  A final  reading 
is  scheduled  for  February  4. 

No  party 

Indonesia's  draft  bill  on  politics  is 
scheduled  to  be  ratified.  The  bill  makes 
it  illegal  for  civil  servants  to  join 
political  parties  and  is  aimed  at 
preventing  corruption  ahead  of  this 
year's  planned  elections. 

FT  Surveys 

Global  Investment  Banking:  Global 
Business  Outlook. 


SATURDAY  30 


FT  Survey 

Quarterly  Review  of  Personal  Finance 
(UK  editions  only). 

Holiday 

Azerbaijan. 


SUNDAY  31 


Rights  report 

The  US  annual  country  reports  on 
human  rights  practices  are  due  to  be 
released  to  Congress. 

Holiday 

Mauritius. 
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Other  economic  news  Statistics  to  be  released  this  week 


Tuesday:  A UK  business 
survey,  the  quarterly  CBI 
industrial  trends  report,  is 
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although  confidence  remains 
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US 
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figures  are  likely  to  show  an 
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about  to  weaken.  Japanese 
industrial  production  in 
December  is  thought  to  have 
been  weak,  down  by  0.3  per 
cent  month  on  month,  with  a 
large  annual  fall  in  vehicle 
output  dragging  on  the 
overall  index. 

Friday:  US  gross  domestic 
product  Is  believed  to  have 
risen  an  annualised  4.4  per 
cent  In  the  fourth  quarter, 
driven  by  booming 
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Jan  28 

Australia 

04  mdepyng  Inflation 

0596 

0496 

Japan 

Jen  trade  balance  (1st  10  days) 

Y503bn 

HSBC.  Consumer  spending 

US 

04Ba-cMHant 

0396 

1.096 

EMU 

Dec  M3" 

4^5 

is  thought  to  have  risen  at 
least  4 oer  cent. 

US 

04  ECl  - dv«an" 

3.7% 

■monlti  on  month,  “year  on  yew  T quarter  on  quatgr  Sfitiistics,  coatesy  Sbrdsa  4 ftnrfc  MU3. 

ACROSS 

1 Public  union  leader  about 
to  make  a proposal  (8) 

5 Scholar  regrettably  rejected 
an  Arab’s  greeting  (6) 

9 Points  to  case  for  a drug  (8) 

10  Humble  cleric  takes  me  In 
(6) 

12  She  may  not  know  many 
people  well  (5) 

13  Dark  autumn  evening  (9) 

14  Oddly  veined  salad  plant 
(8) 

18  Works  with  figures,  per- 
haps m 

19  Terribly  Idle  now,  so  retire 
13.4> 

21  Tm  Kate,  about  to  achieve 
success  (4,2) 

23  Always  on  the  go,  remain- 
ing fresh  and  vital  {$) 

25  Not  bound  to  relax  (Si 

28  First  sendee  <81 

27  Relaxed,  with  lowered 
pulse  <8) 

28  It  shows  a certain  delicacy 
of  feeling  <6) 

29  Swell  position  for  a bats- 

8) 


DOWN 

1 Vocally  in  top  form?  (2.4) 

2 Continuing  power  of  the 
creed,  a nun  is  reinvigo- 
rated (9) 

3 it  comes  in  the  tax  (5) 

4 Retaliation  is  one  way  to 
get  even  with  Reg,  perhaps 
(7) 

6 Astounded  prospector  is 
lucky,  we  bear  f9) 

7 Pole  in  space,  a scene  of 
much  action  ( 5 ) 

8 To  show  greater  indulgence 
may  be  stupid  (8) 

li  Bird  droppings?  (4) 

IS  In  love  and  raring  fantasti- 
cally - it’s  a sort  of  chemis- 
try^) 

17  Oil  lamp  be  trimmed  for 
Nightingale  (9) 

18  Civic  dignitary  plants  tree 
on  isle  (8) 

20  Born  in  Paris,  died  tn  pen- 
ury (4) 

21  Rainy  day  in  the  near 
future  (7) 

22  Annoy  with  stinging 
words?  (5) 

24  Unusually  wide  (5) 

25  Vessel  found  la  the  kitchen 
bin.  perhaps  (5) 
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We  mourn  the  passing 
of  our  dear  friend  and  colleague 


Ralph  Kestenbaum 
1929  - 1999 
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Rankings  can 

: both  help 
. and  rankle 

j,}Courses  can  cost  $100,000  or  more,  so  students 
.f  ' need  guidance  on  finding  value.  The  FT’s  MBA  league 
tables  will  provide  that,  says  Della  Bradshaw 
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From  kindergartens  to 
graduate  schools,  rankings 
have  become  an  accepted 
way  of  life  in  the  education 
business.  Nowhere  is  this 
more  true  than  in  the 
world  of  business  schools, 
where  an  increasingly 
sophisticated  and  discerning 
baying  public  regularly 
invest  $100,000  and  more  to 
study  for  an  MBA  at  one  of 
the  world's  most  highly, 
rated  schools. 

Rankings  are  either  loved 
or  loathed.  They  can  be 
treated  as  a frivolity,  some- 
thing of  mere  passing  inter- 
. ost,  or  something  which 
j.  affect  career  decisions  or 
■V  even  careers  themselves. 

T But  whether  a one-day 
wonder  or  an  eagerly- 
awaited  two-yearly  listing, 
most  business  school  deans 
agree  that  rankings 
undoubtedly  influence 
potential  applicants. 

Inside 


Donald  Jacobs,  long-stand- 
ing dean  of  the  Kellogg 
school  at  Northwestern  Uni- 
versity, one  of  the  schools 
that  has  benefited  enor- 
mously from  rankings  in  the 
US,  believes  league  tables  do 
play  an  important  role  in 
providing  information. 
Schools  which  score  highly 
in  rankings  get  the  pick  of 
the  applicants,  he  says. 
“They  use  rankings  as  a way 
of  determining  what  it  is 
they  are  buying." 

Nonetheless,  he  injects  a 
note  of  scepticism.  “Clearly 
the  value  is  greatest  among 
those  people  who  have  the 
least  amount  of  informa- 
tion." 

One  reason  business 
school  rankings  are  so  diffi- 
cult to  compile,  and  why  dif- 
ferent rankings  produce 
such  different  results,  is  that 
there  is  no  real  consensus  on 
how  to  measure  the  success 
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of  the  product.  With  second- 
ary or  high  schools,  for 
example,  published  exam 
results  give  clear  indicators 
about  which  schools  are 
producing  the  best  qualified 
Individuals.  But  while  a 
French  Baccalaureat  from 
one  school  is  the  same  as  a 
Baccalaureat  from  another, 
or  SATs.  the  college 
entrance  examinations  in 
the  US,  are  viewed  as  a stan- 
dard indicator  across  the 
country,  one  MBA  degree  is 
very  clearly  not  the  same  as 
another. 

A whole  range  of  data  has 
been  collected  over  the  years 
to  analyse  how  business 
schools  perform  - how  com- 
panies rate  the  schools;  how 
many  job  offers  each  MBA 
student  gets;  what  salaries 
the  new  MBAs  earn.  Change 
the  criteria,  and  the  rank- 
ings will  change,  too. 

One  of  the  biggest  criti- 
cisms of  rankings,  therefore, 
is  that  they  inevitably  over- 
simplify a very  complex  mar- 
ket. Ray  Wild,  director  at 
Henly  Management  College 
In  the  UK,  believes  rankings 
are  an  unsatisfactory 
method  of  judging  schools, 
but  believes  the  business 
schools  themselves  must 
bear  some  blame. 

With  same  3,000  MBA  pro- 
grammes available  world- 
wide, be  argues  that  there  is 
a need  for  more  basic  infor- 
mation on  courses,  which 
could  now  be  made  available 
on  the  internet.  “Business 


schools  should  recognise  the 
problem  and  do  something 
about  it”  he  says. 

Needless  to  say,  there  is  a 
raft  of  further  complaints 
against  rankings.  One  is  that 
rankings  can  only  rank  one 
element  of  a business 
school's  work.  By  far  the 
most  popular  rankings  have 
concentrated  on  the  full-time 
MBA  programmes  (as  does 
the  Financial  Times  rank- 
ing). Although  this  may  give 
some  indication  of  the  qual- 
ity of  a school's  part-time 
MBA  as  well,  it  may  be  of 
little  relevance  to  students 
who  want  to  study  on  a dis- 
tance learning  MBA  pro- 
gramme. which  is  the  one  of 
the  fastest-growing  sectors. 
It  can  also  only  have  a fleet- 
ing relevance,  too,  to  the 
quality  of  executive  educa- 
tion programmes. 


Second,  even  within  one 
sector  - say  the  full-time 
MBA  - there  are  concerns 
that  courses  are  so  different 
as  to  defy  comparison  - the 
“apples  and  oranges''  offen- 
sive. How  can  a one-year 
programme  at  Insead  or 
IMD,  in  Europe,  compare 
with  a two-year  programme 
at  Harvard  or  Wharton,  runs 
the  argument. 

A ranking  of  the  best 
full-time  MBA  programmes 
- even  a ranking  of  50  of 
them  - inevitably  only 
scratches  the  surface  of  the 
MBA  market. 

The  latest  and  most  fash- 
ionable criticism  relates  to 
the  accuracy  of  the  data  col- 
lected from  the  schools.  In 
the  US,  cheating  and  lying 
have  replaced  weightings 
and  values  as  the  two  of  the 
most  commonly-uttered 


phrases  when  business 
school  faculty  get  together 
to  dlsfiiiM  rankings. 

A further  concern  is  that 
schools  can  swing  up  and 
down  the  rankings  from  year 
to  year  based  on  “noise"  in 
the  way  data  is  collected. 
Schools  do  not  change,  say 
the  critics,  only  the  rank- 
ings. 

The  aim  of  the  Financial 
Times  ranking  of  full-time 
MBA  programmes  is  to 
determine  which  business 
schools  are  equipped  to  pre- 
pare the  international  man- 
agers of  the  21st  century. 

It  compares  schools  from 
North  America  (the  US  and 
Canada)  and  Europe,  using  a 
range  of  criteria  intended  to 
span  the  differences  between 
the  two  MBA  cultures. 
Indeed,  one  finding  of  the 
survey  was  that  MBAs  in 


North  America  and  Europe 
are  surprisingly  similar  in 
age  (27  or  23),  gender 
(mainly  men),  and  have  simi- 
lar aspirations,  although  the 
North  American  MBA  con- 
fessed more  openly  to  want- 
ing to  profit  financially  from 
an  MBA  than  his  or  her 
European  counterpart 

At  the  heart  of  the  ranking 
is  the  value  each  MBA  pro- 
gramme commands  for  its 
graduates  in  the  market 
today,  based  on  the  salaries 
earned  by  alumni  who  grad- 
uated in  1995. 

They  were  asked  about 
their  salaries  before  study, 
in  their  first  job,  and  today, 
three  years  alter  graduation. 
(The  data  was  collected 
between  September  and 
December  1998.)  They  were 
also  asked  to  assess  their 
career  progression  based  on 


a grid  of  job  function  and 
company  size.  Combined 
with  this  is  data  supplied  by 
the  schools  on  job  offers  and 
patterns  of  employment. 

In  addition,  we  have  ana- 
lysed which  business  schools 
are  producing  the  best  new 
Ideas  in  management  think, 
ing  through  research  and 
which  are  geared  up  to  pro- 
vide an  international  man- 
agement agenda. 

At  the  end  of  the  day  there 
are  certain  things  rankings 
can  never  measure,  such  as 
which  business  school  is 
right  Tor  which  student.  Leo 
Murray,  director  of  Cranfield 
School  of  Management,  in 
the  UK.  says:  “How  do  you 
rank  chemistry  and  atmo- 
sphere? Anyone  who  goes  to 
do  an  MBA  without  visiting 
the  place  first  needs  their 
head  examined." 


Rdlui.'t 


n tM  fM*r- 


r'Ot  ottf  Ji  -.:t 


Ralph  hi  sirnimim 

ft/Tj  _ /<VVV 


Executive  MBA  or  Masters  in  Finance? 

The  choices  begin  here 


You  are  ambitious  and  do  not  wish  to  interrupt  your  demanding  career, 
but  want  an  MBA  that  is  internationally  recognised  and  respected. 
The  solution  is  our  part-time  Executive  MBA,  taken  over  two  years. 

Naturally,  we  demand  a high  level  of  commitment:  for  the  programme, 
which  has  intakes  in  September  and  January.  You  wifl  study  at  the  School  ou 
Fridays  and  Saturdays  every  other  week,  plus  six  block  wed®,  spread  over 
two  years  (including  two  invaluable  field  trips  abroad)  and  elective  courses. 

You  will  cover  14  core  subjects  in  year  one,  and  in  the  second,  win  design 
your  own  portfolio  from  over  70  electives,  to  create  a programme 

tailor-made  for  your  aspirations. 


Executive  MBA 

Mtfinatioii  Sessions 

i pbtem  pfmmm  erf  ttn  MB* 

rOfffearM  0172  7068839 

Wadnesday  17  Mmqi  *t 
London  Business- School,  Sussex  Place,  NWI 

Wednesday  24  Modi  tfGJSm 
London  Business  School.  Susse*  Pteoa,  NWI 

Wedmsdagr  ZL  Ap(B  A 6i5pn 
London  Business  School,  5u8s«  Plata,  nwi 

Raridnrt  - Mmtfqr  25  Jawaq  6J0|w 

Hotel  Aiaoeiia  Sheraton. 
KonradJWenauer-Strasse  7 


A world  class  faculty,  and  a 
student  peg**  group  ofhigh  achievers, 
create  a truly  stimulating  Itaming 
environment,  in  winch  you’ll  attain 
the  business  world’s  most  highly 
valued  qualification. 


Our  specialist  Masters  in  Finance  is  taught  by  London  Business 
School's  internationally  renowned  finance  faculty,  and  is  designed  for 
individuals  whose  careers  require  an  in-depth  knowledge  of  finance. 

The  programme  is  rigorous,  practical  and  career  oriented.  Yon  can 
choose  either  two  years  of  part-time  (mainly  evening)  study  at  the  School, 
or  nine  months  full-time. 

In  addition  to  proriding  a thorough  grounding  in  finance,  the 
programme  offers  an  opportunity 


To  receive  a comprehensive  information  pack, 
call  the  information  Officer  on  +44  (0)  1 71  706  6840, 
or  mail  or  fax  the  coupon  below  to: 

Pia  Sutcliffe,  London  Business  School,  Sussex  Place, 
Regent's  Park,  London  NWI  4SA,  UK. 
fax: +44  (0)  171  7231788 
mrb8:  embthoffK0®lbxacj&  ormifhifoGtoSLacMk 
wabsfts  wwwJhMcuHk 


to  concentrate  on  areas  of  special 
interest  via  a wide  choice  of 
elective  courses. 

To  find  out  more,  come  to  an 
information  session.  A Masters  in 
Finance  from  London  Business 
School  will  be  one  of  the  wisest 
investments  you’ll  ever  make. 


Masters  In  Finance 
information  Sessions: 

Rankfart  - Monday  25  Jaqcary,  6L30pm 
Hoel  Arabela  Shannon. 
Kanrad-Adenauer-strasse  7 

Zorich  - Tttsdsy  26  Jamar*  630pm 
Baur  Au  Lac  Hotel  Talstrasse  1 

Mtas » Monty  1 Fsbnnxjt  7.30pm 

Four  Seasons  Hotel.  Via  Gesufi 

KbAH  - Wedusfey  3 Fatmtary,  7.30pm 
Palace  Hdd.  Pbza  do  las  Cortes 

London  - WMktosday  10  fofanarjt  6JL5pm 
London  Busness  School,  Susse*  Place,  NWI 

Hong  Koog  - Tonday  23  Fafaraary,  &3Qpm 

Mandarin  Oriental  Hotel.  5 Cormaight  Road 

Abate  rofar  to  on-  mb  Ota  for  aff 
UfanraffMMsriME 


Please  send  me  full  information  on: 


part-time  Executive  MBA  ED  Masters  in  Finance:  fuK-time  ED  part-time  ED 


Mr/Ms. 


First  name- 


job  Title. 


-Family  name- 
. Company. 


Address  Work  ED  Home  ED  ■ 


Postcode. 


.Country- 


-Tel. 


Number  of  work  experience  CD  Do  you  hold  an  und«gnluate  degree?  NoO 


.email. 


FT25/1/99 
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WINNERS  AND  LOSEBS  by  Della  Bradshaw 

US  salaries 

provide 

incentive 

America  for  the  dollars,  but  European 
schools  come  out  on  top  in  providing 
the  best  international  environments 


"When  I decided  to  do  an 
MBA  1 considered  all  the  top- 
ranked  business  schools  in 
the  US.  and  Insead.  and  LBS 
as  well.  I decided  on  LBS  so 
that  I could  spend  two  years 
living  in  London."  So  says 
an  American  alumnus  ' of 
London  Business  School  who 
graduated  with  his  MBA  in 
1995.  Although  LBS  may  not 
he  particularly  flattered  by 
his  rationale,  he  is  typical  of 
a growing  number  of 
would-be  MBAs. 

If  they  have  to  travel  hun- 
dreds of  miles,  change 
houses,  and  spend  $100,000 
or  more  in  the  process,  why 
attend  a business  school  in 
their  own  country?  With  the 
international  agenda  proving 
Increasingly  important  in 
management  education, 
many  business  schools  in 
the  US  and  Europe  are  see- 
ing the  number  of  interna- 
tional applications  increas- 
ing. 

By  combining  European 
and  North  American  schools 
in  a single  ranking,  the 
Financial  Times  survey  of 
full-time  MBA  programmes 
highlights  where  North 
American  business  schools 
shine  and  where  their  Euro- 
pean counterparts  prove 
attractive. 

If  it  is  salaries  that  is  the 
big  incentive,  then  US 
business  schools  win  bands 
down,  with  Harvard  topping 
the  salary  table.  The  average 
1995  alumnus  from  Harvard 
now  earns  $170 .346.  and  that 
is  basic  salary  without 
bonuses.  He  or  she  is  closely 
followed  by  alumni  from 


Wharton  ($152,407)  and 
Stanford  ($140,479).  The  bulk 
of  those  alumni  work  in 
the  US.  but  the  countries 
where  alumni  earn  the 
highest  salaries  are  Hong 
Kong  and  Australia, 
followed  closely  by  the  US. 
UK  and  Germany. 

Only  one  European  school. 
IMD  in  Lausanne,  Switzer- 
land. comes  into  the  top  10 
of  salaries  with  an  average 

$129,382.  A further  two  Euro- 
pean schools,  Insead.  in  Fon- 
tainebleau and  Ashridge 
Management  College  in  the 
UK  notch  up  places  in  the 
top  20. 

When  it  comes  to 
increases  in  salaries  - that 
is,  how  much  more  an  alum- 
nus of  the  Class  of  95  earns 
today  than  before  starting 
the  MBA  programme  - Euro- 
pean schools  fare  even 
worse. 

Study  at  Columbia,  in  New 
York,  for  two  years  and  then 
work  for  three  years  and 
your,  salary  will  be,  on  aver- 
age, 203  per  cent  higher  than 
before  you  started  your 
MBA.  Again,  that  is  before  a 
fat  bonus  for  working  hard 
on  Wall  Street  For  alumni 
at  Dartmouth  the  increase  is 
191  per  cent  Of  the  Euro- 
pean schools,  only  Spain’s 
Instituto  de  Empresa  can 
boast  similar  increases  (183 
per  cent),  but  from  a much 
lower  base.  London  Business 
School  is  the  only  other 
European  school  in  the  top 
20,  sitting  in  18th  position 
(142  per  cent). 

Where  the  European 
schools  do  well  is  in  provid- 


THE RANKINGS  by  Parminder  Bahra - -- 

Schools  and  MBAs 
make  their  points 

The  FT  table  measures  performance  on  a r?nat^e' ^toVthT  • 
absolute,  basis*  In  some  cases  more  than  50 ' P® 

Class  of  ’95  students  responded  to  the  questionna 

a iiAtccinn 


The  ranking  of  the  best  MBA 
programmes  (full-time)  was 
compiled  from  data  collected 


Career  progress  measures 
the  extent  to  which  alumru 
have  progressed  measured 


from  two  questionnaires;  one  by  size  of  company  and  ie 
from  business  schools,  and  of  seniority. 
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International  views:  European  schools  tend  to  have  a good  mix  of  students 


ing  an  international  environ- 
ment, of  both  students  and 
faculty.  In  terms  of  interna- 
tional students,  all  top  10 
slots  are  Oiled  by  European 
schools,  with  IMD  (Lau- 
sanne), RSM  Erasmus  (Rot- 
terdam). and  Insead  (Fon- 
tainebleau) leading  the  way. 
All  three  schools  are  among 
the  top  runners  for  interna- 
tional faculty,  too,  though 
McGill,  in  Montreal. 
Th underbird,  the  Anderson 
school  at  UCLA  and  UC 
Irvine  all  have  a very  inter- 
national miT. 

Babson  College  has  the 
highest  proportion  of  women 
on  the  faculty.  35.5  per  cent, 
followed  by  Cranfield  in  the 
UK.  with  30.8  per  cent. 
Female  students,  on  the 
other  hand,  flock  to  the 
Weatherhead  school  and  the 
Stern  school  at  New  York 
University,  where.  In  both 
cases,  43  per  cent  of  the 
MBA  class  are  women.  Over- 
all. women  in  the  Class  of  95 
now  earn  less  than  their 
male  peers.  The  average  sal- 
ary for  a male  alumnus  was 
$107,521.  while  his  female 
counterpart  earned  $94^19. 


Leagues  of  their  own:  the  top  ten  schools  In  each  category 


European  salaries  today  European  salary  Increases 

(unMigiTted)  (urweJgtTtEd) 

1 MD  lostfMDdeEnpren 

2 toad | lAvfcABMlamsSdMOt 

3 Asbridge  Management  Colegs  Ende 

4 tomtooBBctoearSchool-  Abridge jjMtfjnjgjQjJaj^ -g 

5 EAP  NEC 

B Egg knead 

7 Manctnrtar  Batons  School  LmasterOahreraar 

8 Imperial  Ctritege  Uaiaganwnt  School  MactontorBostaoes  School 

9 CHy  UMinwHy  Bafaow  School  MD 

10  CranfleM  School  of  Management  ' too 
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tatt  American  stoles  today 
(Umreightad) 

Hananl  Btntaess  School 
Fnrasftvaafa  (Wbaaton) 
Stanlonl  fraduata  School 
Bntmuidh  (ftribsTna^1'’ 1 
Chicago  GS8  ' 

CotomMa  Bafaoss  School 
UCLA  (Anderson} 
Norttamem  (Keflogg) 

OT  (Sloan) 
uwc  (Kenai-ftetfa) 


If  value  for  money  is  one 
of  the  main  criteria  for  your 
choice  of  an  MBA  than  look 
no  further  thnn  Canada.  All 
three  of  the  Canadian 
schools  in  our  survey, 
McGill  University,  the  Rot- 
man  school  at  the  University 
of  Toronto,  and  the  Ivey 
school  at  the  University  of 
Western  Ontario,  earned  a 
place  In  the  top  10  schools 
for  value. 

Overall,  the  Financial 
Times  ranking  included  31 
US  schools,  eight  UK  ones, 
three  each  from  France  and 
Canada,  two  Spanish 
schools,  two  schools  form 
the  Netherlands,  and  one 
from  Switzerland.  The  rank- 
ing confirmed  London  Busi- 
ness School,  Insead.  and  IMD 
as  the  top  three  European 
schools,  appearing  in  eighth 
12th  and  13th  places  respec- 
tively. 

The  ranking  also  con- 
firmed that  one-year  pro- 
grammes from  schools  such 
as  IMD  and  Tncoari  can  com- 
pete effectively  in  the 
marketplace  with  the  two- 
year  programmes  from  the 
Harvards  and  the  Whartons 


Noe®  American  steaiy 
Increaaes  (unweighted) 

Cokmtrfa 


UnwcraHy  Ottawa 

• ~ -1'1  

ttotoersfty  at  Wrgtote  (Dartafl 


tUvanNy  of  Western  Ontario  (jvey) 

Ccnwll  (Johnson) 

Ckfcaga 

UatoaBj  of  Can  to  (Tory) 


of  the  world.  These  days 
alumni  from  the  Class  of  95 
at  tmd  earn  more,  on  aver- 
age, than  their  peers  from 
Darden.  Yale,  Michigan, 
Duke  and  Cornell. 

At  the  top  of  the  table  Har- 
vard was  dear  winner,  hav- 
ing scored  well  across  the 
board.  Just  a fraction  of  a 
point  separated  Columbia  in 
second  place  and  Stanford  in 
third,  while  Wharton  was 
close  behind  in  fourth. 
Columbia  won  Its  place 
through  strong  salaries  and 
salary  Increases,  while  Stan- 
ford scored  very  high  points 
on  research. 

As  to  the  Class  of  95  them- 
selves, by  far  the  most 
important  reason  they  cited 
for  studying  an  MBA  was  to 
change  career  - this  held 
true  across  all  nationalities. 
To  earn  more  money  was 
also  a factor,  particularly  in 
the  US.  But  when  asked 
what  that  they  had  gained 
most  from  their  MBA  pro- 
gramme, the  overwhelming 
answer  was  self-confidence. 
Change  of  career  and  higher 
salaries  were  rarely  men- 
tioned. 


Almsactwwd 


one  from  alumni  of  the  Class 
of  ’95.  Nearly  14,000  ques- 
tionnaires woe  sent  to  all 
alumni  of  the  FuH-tiine  MBA 
programmes  (not  a sample) 
who  graduated  in  1995.  The 
response  rate  for  the  50 
schools  averaged  28.2  per 
cent.  Five  schools,  Amos 
Tuck,  IMD,  EAP.  Instituto  de 

Empresa  and  Cranfield,  had 
a response  rate  of  more  than 
50  per  cent 

The  FT  Business  Educa- 
tion table  measures  perfor- 
mance on  a relative,  rather 
than  an  absolute,  basis.  The 
top  business  school  in  a sin- 
gle category  is  awarded  a 
^aTiminn  ioo  points  and  the 
rest  a proportion  of  this. 

We  made  two  transforma- 
tions to  the  salaries  data. 
First,  non-US  dollar  denomi- 
nated salaries  were  con- 
verted using  purchasing 
power  parity  (PPP)  exchange 
rates  estimated  by  the  OECD 
to  eliminate  price  distortions 
between  countries.  Second, 
extremely  high  or  low  fig- 
ures were  omitted. 

The  salaries  criterion 
shows  the  current  salary 
earned  by  the  Class  of  *95 
today.  The  figure  in  brackets 
is  a weighted  salary  adjusted 
for  salary  variation  between 
industry  sectors.  The 
weighted  salary  is  used  in 
the  ranking. 

The  percentage  increase 
measures  the  percentage 
increase  in  weighted  Mlarisn 
from  the  start  of  the  MBA 
programme  to  1998. 

Value  for  money  is  a 
short-term  indicator  and 
measures  the  time  taken  to 
recover  all  costs,  including 
lost  salaries. 


Alumni  were  asked  for 
their  main  reasons  for  doing 
an  MBA.  Alms  achieved 
shows  the  percentage  who 
fulfilled  their  aims. 

The  job  offers  per  student 
category  calculates  the  aver- 
age number  of  Job  offers  per 
student  for  1998  graduates 
and  placement  success  esti- 
mates the  percentage  of  stu- 
dents that  took  up  employ- 
ment with  a company 
introduced  by  the  business 
school.  It  excludes  students 
who  set  up  on  their  own  or 
returned  to  their  employer. 

The  employed  at  three 
months  criterion  measures 
the  percentage  of  1998  gradu- 
ates with  jobs  three  months 
after  completing  their  MBA. 

For  the  alumni  recommen- 
dation students  were  asked 
to  recommend  an  MBA  other 
than  their  own.  This  is  pres- 
ented as  a percentage  of  all 
responses. 

A sub-ranking  of  these 
nino  criteria  is  presented  in 
the  MBA  course  ranking  col- 
umn and  constitutes  69  per 
cent  of  the  total. 

The  next  five  categories 
measure  the  diversity  of 
business  schools  and  caro- 
ls per  cent  of  the  total 
marks.  The  total  scores  are 
summarised  in  the  MBA 
diversity  ranking. 

Figures  for  women  and 
international  faculty  are 
presented  as  a percentage  of 
all  teaching  full-time  faculty. 
The  women  and  interna- 
tional student  figures  are  as 
a percentage  of  total  intake 
for  the  last  academic  year. 

The  languages  criterion 
indicates  which  schools 
require  more  than  one  ian- 


cuaCT  for  admission. 

The  final  three  criteria 
assess  the  school’s  perfor- 
mance in  "search  and 
account  for  16  per  rent  of  the 
total.  The  faculty  with  PhD 
notes  the  percentage  of  foe- 
ultv  with  a doctorate.  The 
PhD  graduate 

up  of  the  number  of  PhD  stu- 
dents graduating  to  the  tot. 
year  with  an  added  weigh!  - . 
ing  for  those  PhDs  who  take  m 
up  faculty  positions  in  one  of  J * 
the  50  top  schools  (adjusted  1 
for  faculty  size) 

The  research  rating  Is 
made  up  of  three  indicators. 
The  largest  (SO  per  cent  of 
the  research  rating  marks)  is 
academic  research,  assessed 
by  a peer  review  committee 
of  deans  and  academics 
across  eight  subject  areas. 

The  panel  included  Jeffrey 
Garten,  dean  at  Yale:  Dipak 
Jain,  associate  dean  for  aca- 
demic affairs  at  Kellogg; 
John  Kay.  dean  of  Said  Busi- 
ness  School,  Oxford:  Antonio 
Borges,  dean  at  Insead:  Mar- 
garet Neale,  associate  dean 
for  academic  affairs  at  Stan- 
ford: and  Carlos  Cavallfi. 
dean  at  lese. 

A further  10  per  rent  vein* 
on  “impact"  research.  A 
articles  published  in  three*, 
leading  business  magazines;1.. 
Harvard  Business  Review, 
Sloan  Management  Review, 
and  the  California  Manage- 
ment Review. 

The  final  10  per  cent  went 
on  case  studies.  Marks  were 
given  to  the  top  10  North 
American  cases  sold  in 
Europe  and  the  top  10  Euro- 
pean cases  sold  into  tho  US. 
Cases  were  selected  by  the 
number  of  unique  adoptions 
for  each  case.  (Source:  Euro- 
pean Case  Clearing  House). 

The  research  ranking, 
adjusted  for  faculty  size,  is 
the  last  column  of  the  table. 


EAP 


Itoteuilty  of  fingta  (Tany)  ' 

Domed  (Johnson) 

WT(Stoan) 

Dartanrti  (Ames  Tack) 

Itafearaity  of  Western  Qataris  0iey) 
ariitaia>ofVfcgtata(Dteifen) 


Stanford 

Bate**  (Haas) 
CMcago 

Itoto  (Fuqua) 


Wemational  faculty 


McfiSIOniwsfty 
London  Bgtami  Scfcnol 
EAP 

BSM  Erasmus 
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School  of  Management 
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MBA 

a unique  experience 


Seize  the  Chicago 
advantage 

Advance  your  career  while  you  work  by  earning  a world-renowned 

M.B.A.  degree 

• in  11  one-  and  two-week  modules  spread  over  18  months 
(ten  in  Barcelona,  one  in  Chicago) 

• taught  by  the  distinguished  Chicago  business  school  faculty,  a group 
that  has  earned  more  Nobel  Prizes  for  business  innovations  than  any 
other  business  school 

• with  an  elite  group  of  international  managers  (more  than  38  countries 
are  represented  in  our  most  recent  class) 

Places  are  limited.  Act  now  and  request  an  application. 

The  next  class  starts  in  July. 


The  University  of  Chicago 
International  Executive 

M.B.A.  Program,  Barcelona 

Attend  our  recruiting  events  in  Prague  (Jan.  1 1 ).  Warsaw , Jan  P) 

Moscow  (Jan.  !4)  and  Barcelona  (Jan.  27) 

, . 1 he  Urtm«y  ^ Chicago,  Arago  271 , 08007  Barcelona,  Spain 

Spain +34  93  488  33  80  Fax +34  93  «834  66 

*s'rasereRW®sl1urth»hifoiTnatk)natljgfcafriBaBirt.iH«oiSi-_i..._. . 
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1 Harvard  Business  Sduoi  US 

2 CofumWBushass  School  US 

3 Slatforl  Grsfcate  School  US 

4 hmqtarta  (Vftaton)  US 

5 aJF  Ooan) us 

6 . CtdcasoGSB  US 

7 Northwestern  (KafloQfl)  US 

8 Ihodon  Business  School  UK 

9 OarenouBi  (Areas  T«J$  US 

- io  uciA  mmorif us 

1]  IftSsatf  France 

12  Cornel  (Johnson)  US 

13  MD  Switt 

14  UC  Berkeley  (Haas)  US 

15  Outeffiiraal  us 

16  UnhwrartyofMcrtgan  US 

17  NYU  (Stem)  US 

18  Emory  (Bafeneia)  US 

19  Vkgtaa  (Danfen)  IS  _ 

TO  YateSOM US 

21  Rochester  (Sanon)  US 

22  UNCOteiarhffaglao  US 

23  fese  Spain 

24  tattutode  Empress.  Spain 

25  IMreraky  of  towa  SOM US  - 

28  unhwstyof Western Ontario  pscftartl  toy)  Carafe 

27  Carnegie  UeSon  US 

28  UC  Irvine  US. 

29  tmpBrtal  Cotege  Management  School  UK 

30  SouftemMeftoctelfPcK) IB 

31  , RSM  Erasmus  Kettertaafe 

32  ' Vfandertdt  (Owen)  US 

33  AAndiestBr  Bookless  School  UK 

34  Georgetown  Unwertfty  US 

as  McGBUntoratty Canada 

36  IWwsfty  at  Toronto  (Rotraan)  Canada. 

37  ttBUpManagemertCaaep  UK 

38  Untorafy  of  Gecrgte  (Tsoy)  US 

39  Weathertwad  SOM  (Cesn  Western)  US 

40  Ctanfield  School  of  Management UK  , 

41  Bobson  College  US 

42  Warwick  Bustoss  Sctnd  UK 

43  Urtwraky  of  Pltlshirrgn  (KflSz)  US 

44  City  Uhtoisfiy  Business  School  IK 

45  IB  France 

48  ' EAP  Franca 

47  Ttuoderteti  US 

48  Latoato- University  Management  School  IK 

48  Nienrode  IHversity  Mattieriands 

50  Pennst/torta  Slate  Uitorafty  (Smart)  US 


-Salaries  (S  V 

Today  (Mfejftfed)  to  harass** 
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140,47s  (124,413)  175 

15&407  (125,433)  193 

133^15  1120344)  1S9 

14031  (115,761)  195 

135.188  (116£82)  1S5 

112J54  (111,516)  149 

140296  (131.166)  1S3 

138^53  11Q&588)  1B4 

115.1Z7  (108290)  130 

111,888  (102,165)  210 

129262  (113,510)  H7 

117.330  (1Q8J000)  130 

116,682  (103233)  174 

121,842  (100.174)  194 

125JB3  (113,812)  166 

125.355  (111.895)  184 

116,772  (109^59)  177 

1Y4J574  nt)M28)  175 

97.828  (83.754)  198 

125,976  (101,368)  162 

104.677  (77.825)  175 

84,142  (81593)  147 

87J09  (88.930)  ~ 138 

91.019  (97,014)  154 

96^04  (31,406)  140 
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(88279  119 
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(90414)  88 
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22  18 

IB  32 

39  16 

36  . _15_ 

34  27 
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32  24 
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31  40 
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4 44 
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Only  schools  art  haw  nm  a ftiMme  MBA  ptugianmefar  mote  flan  Pwa  years  are  aAgflfe  to  portioprta  hi  the  ranking.  This  exckidas  the  SaM  Bustos  SdradkiOKftrt  and  the  Judge  Insttute 


* Top  scorexioo 
- Ptrantage  increase  trom  start  ot  MBA  to  today 
t Financial  Times  eshmaiB 

in  Cambridge.  Doth  of  which  have  bad  a ful-fime  BffiA  tor  less  than  three  years.  TVn  schools.  Henley  Management  College  In  the 

UK  and  1f»  Untorefly  of  Teas  «i  AusBn.  chose  not  to  partripete  ki  the  ranking. 


• ® . 1 -a  iwffac  dtftatuuo  Mr  - • " • ; ’■  ■ , 

The  most  striking  arpactcf  the  ranfcfrtq  Is  tha  pattern  of  ctasterinfl  among  the  scboolg-  On  the  critaia  SBtattBd  by  the  Fkiandal  Tiroes,  Harvard  Business  School  is  out  ti  front  of  the  OaM.  Fto  of  the  powerhJ  res8aretHtriwn  intemmionti  US  schoots  - Cohmaia.  Stank)nl,  WariDn;  the  Stoat)  school  at  IfiT  and  are  m the  next  band- 1 
Vfflh  only  a few  small  changes  In  the  dara  any  of  schook  move  19  into  second  place  or  down  into  sixth  position.  The  not  poop  of  17  schools,  down  to  less,  are  sirong,  astabfiBhed  schools,  may  with  a first-rate  MmHonal  otdoolc  0n^7J  parts  separate  afl  17.  fewer  points  Oian  separata  the  Bp  six  places.  The  (oath 

grouper  comprises  27  sdnois  and  is  ttw  most  flgttiy  parted  of  aL  Just  1 1 2 prints  separate  the  whole  group.  K the  same  suvey  were  rut  In  a year's  dme  It  woUd  not  bessprfskig  to  see  saw  of  tteresthorOmtirefixir  or  lire  places,  dmply  on  ttwbasfe  of  alunas  reporting  Wgher  or  lower  srtary  figures 

Hnmver,  schools  61  Ms  band  would  have  to  work  wry  hard  to  mow  up  a group  and  rank  afcngskta  the  Iftes  of  (fcika.  Damn  or  Dartmouth. 
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1 David  Edelshain 

qualified  in  law,  accountancy  and  psychology,  and  an 
expert  in  currency  exposure  and  foreign  exchange  risk. 

2 Roy  Batchelor 

Midland  Bank  Professor  of  Banking  and  Finance  and 
a specialist  in  financial  risk  and  financial  forecasting 

3 Lafcis  Kaounides 

member  of  the  Foresight  programme  and  an 
international  expert  in  high-tech  start-ups  and 
strategies  for  new  technologies 

4 Carol  Vielba 

Director  of  MBA  programmes  and  a leading  authority 
on  public  sector  management,  the  theory  and  practice 
of  management  education  and  GMAT  evaluation 

5 Shiv  Mathur 

leading  teacher  of  strategy  and  international 
business  and  co-author  of  the  award  winning  book. 
Creating  Value:  Shaping  Tomorrow's  Business 

6 Chris  Hendry 

professor  in  organisational  behaviour,  star  teacher 
of  entrepreneurship  and  an  expert  in  international 
human  resources  and  the  management  of  change 
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To  find  out  more,  come  and  see  us  at  the 
MBA/Postgraduate  Fair.  27th/28tb  January, 
Business  Design  Csntre,  Islington,  London,  or 
visit  us  on  our  Open  Evening  on  16th  February. 
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0171  477  8710 

City  University  Business  School,  Frobisher 
Crescent,  Barbican  Centre,  London 
EC2Y  SHB,  UK 

E-Mail:  cubs- postgrad 0city.ac.uk 
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If  "Made  in  Italy"  has  made  a big  designed  to  equip  tomorrow's  managers 


impact  on  world  markets,  it's  thanks 
also  to  Italian  management  skills. 

And  the  place  to  learn  those  skills 

is  in  Europe's  largest  

management  school.  Next  present 

the  SDA  Bocconi  in  wi/J  bi 

^i*an'  Hnd  out  moi 

Our  16-month  MBA  an(j 

course,  accredited  by  wwwsdaun^ba 
AMBA  and  EQUIS.  is  


Next  presentation  of  the  MBA 
will  be  in  Cairo, 

Find  out  more  about  location 
and  dates  at 

wwwsdaumbocconUt/nri/lnin&htmi 


to  face  the  challenges  of  the  future. 

Not  just  in  Europe,  but  globally. 

As  our  international  teaching  staff 

and  student  body 

i of  the  MBA  demonstrate. 

Cairo.  To  find  out  more 

_ . . about  the  advantages 

tout  location  ° 

iSac  of  our  MBA,  ask  for 

Mmdllning.hml  the  brochure  by  fex  or 

e-mail. 


Tel. +4-39-02-5836.6605/6606  Fax  ++39*02-5836.3275  E-mail:  MBA@sda.uni-bocconi.it 
The  brochure  and  application  form  can  be  downloaded  from  our  webricerwwwada.uni-boceoni.ic/mba/ 


SDA  BOCCONI 

|>m, vopi  l im.T-it'  s'Ti'.'i']  'il  Miu::ij.'inrni 


t-prae*  ? ' 2 £.*■  a i rv  st 


Jfcwa 


IV 


m 

■cl 

i. 


:.i„ 


-v 

■■■•* 


The  ||p 

University " 

J x£) 

of  Oxford 

MBA 

\ YEAR  ivlBA  PROGRAMME 


Return  r c Tftc  MBA  Admin  ima  tar. 

Said  Bu::n«i»  School. 

Thi-  Pad'll* i''  Ifilinrary  Vocdal-xl  Road 
Oxford  i‘<\3  <«£  UK 

rit.Kv  -:-:d  iier.nl  ■ cA 

'H  TV  iinixiJ<  o*  -Mid  VISA 

ln:orni.i*u.'r.  itojl  If*'  Said  Buiirv-.;,  Sdi..rt 


Nalil-' 


.ViJr.; 


T« 


EjiwiI 


rntemet:  httpyAvww.sbs.ox.ac.uk 

T.-r  +.u  nil  lta“  ’Mill  Fax  ^-44  lOl  I Sol  22*471 
Email  an  -In  ov  a-:  Lk  „,. 


Give  yourself  a fighting  chance 

The  MBA  Fair  1999 

Wednesday  27  January  1999  12.30pm  - 3.30pm 

Thursday  23  January  1999  12  noon  - 7pm 

Bjshess  Design  Centre  * iji'ngton  • L onoc-i  N ' 
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Call  0800  252  183 
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UNIVERSITY  OF 

CAMBRIDGE 

The  .fridge  Inirhmc  <rf 
Management  Studies 


“Culturally  and  professionally,  our  dots 
bat  true  global  vision.  Working  as  port  of 
such  diversity  must  be  the  basis  for  airy 
successful  international  career. " 


Ujh#  Tiarrav,  Wtoviv 


The  Cambridge  MBA  n available  at  enter  a 
1 rear  fuO-fiisc  or  a 2 rear  sandwich  course 
W*  welcome  people  from  a wkk  varies?  of 
hmiymwdi  who  have  n least  2 vcm' 
profccMMul  experience  anJ  aunuodnig 

acadrtnic  jdnevemaas. 

Fnr  bill  druds.  Cuaucr  ui  qumnp  112/99; 

The  Cradtow  Orto. 

The  Judge  Immure  nt  Minagcmcnr  Studies. 

The  Um renin  erf  Camhndpe,  rnmpnpna  Street, 
Cjunbrwter.  C82  IAG,  UK. 

Td:  .44  (0j  1225  53“l«l/2f5 
F»  vU  tOHKJ  M«*l 
E4ulh  nbj^npililntrjlnxcuuciik 
hatrarr  hnptfwmjiinkdmac.uL/aitu 


The  Ihaucnity 
of  Cambridge 
aims  to  achieve 
the  highest  quality 
in  teaching  and 
research 


The  Trinity  MBA 

A one  year,  full  time,  intensive  and  Intimate  programme  for 
managers  and  professionals  aiming  at  General  Management 
with  membership  of  a global  network  of  Trinity  Alumni 


School  of  Bnatarw  BfriHis 
TTnlliUlJ  otPoMln 
TrittUyCoaeje 
Dublin  2.  WbmI 


JVert  Programme  begins  lit 
October  1999 
Tb  apply  contact: 

Catherine  WUU3ms 
Administrative  Coordinator 
Tct  +353-1-608  1024 
Fax:  +353-1-6799503 
e-mail:  TrinitjrtVfBAQtcdk: 

hltp;/ywvew.tcdJe/Buf4neao_SUjdfca/MBA/ 
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BUSINESS  EDUCATION 


PROFILE 

HARVARD  BUSINESS  SCHOOL 

On  offer  is  a fast-track 
course  - and  an  e-mail 
address  to  keep  for  life 


In  the  early  1990s,  Harvard 
Business  School  was  under 
fire,  accused  of  being  stuffy 
and  out  of  touch. 

Since  then  It  has  come 
back  strongly,  and  Is  now 
widely  regarded  as  one  of 
the  most  innovative  and 
forward-looking  business 
schools  In  the  world. 

Dean  Kim  Clark,  who  took 
over  in  1995,  has  brought  in 
a highly-praised  new 
curriculum,  a successful 
16-month  fast-track,  and 
developed  one  of  the  best 
business  school  fT  systems 
in  the  world. 

Harvard  Business  School  ■ 
is  big.  Its  MBA  programme 
takes  in  nearly  900  students. 
About  650,  in  two  separate 
“cohorts",  start  the 
programme  each 
September,  wfth  the 
remainder  joining  the 
fast-track  programme  in 
January. 

Ail  students  take  exactly 
the  same  curriculum  - two 
terms  of  required  courses 
followed  by  two  terms  of 
electives.  HBS  is  dropping 
the  terms  “first  year"  and 
“second  year”  because  of 
the  January  cohort. 

This  stream  completes  two 
terms  of  required  courses  by 
August  - no  summer 


Harvard  Business  Scfrooi  . 

Ftf-ttma  MBA  tntee  per  year  .1801 

/Douse  length  in  moatos  18 

PBCentagaorintBnBfionafsaifentB  28  . 

Nuimw  of  deeftes  causes  88 

Dean  Kim  Ctarfc  has  bean  highly  praised  far  the  curriculum  he  Introduced  at 

' HBS  comprises  2/ 
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Internship  - and  after  a 
three-week  break  goes 
straight  into  two  terms  of 
elective  courses. 

This  two-entry  system, 
HBS  claims,  allows  rapid 
curriculum  innovation. 
Changes  introduced  . 
successfully  in  one  intake 
can  be  added  to  the  other 
within  a year. 

Perhaps  the  biggest 
change  at  HBS  In  recent 
years  has  been  the 
ubiquitous  use  of 
information  technology. 
Since  January  1996  HBS 
has  delivered  web-based 
video  over  the  HBS 
Intranet  .to  both  MBA 
students  and  executives  on 
short  courses. 

Built  around  open  internet 
standard  protocols,  the 
system  delivers  assignments 
and  the  growing  number  of 
electronic  cases  as  well  as 


allowing  faculty-student 
interaction. 

AH  courses  use  web 
technology  to  deliver 
materials  and  assignments 
and  provide  on-line  forums 
for  students.  Electronic 
cases  incorporate  video 
sequences  and  hot  links  to 
the  Internet. 

On-line  lists  of  events  and 
important  notices  may  be 
accessed  from  any  location 
in  the  world. 

Students  receive  a lifelong 
HBS  electronic  mail  address 
to  allow  Internet-based 
communication  while  on 
campus  and  throughout  their 
professional  fives  to  help 
them  stay  In  touch  wfth  one 
another  and  the  school 

All  alumni  - HBS  has 
66,000  in  130  countries  - 
also  have  a lifelong  e-mail 
forwarding  address  so  they 
can  stay  better  connected 


with  the  school  and  wtth 
their  classmates.  More  than 
18,000  alumni  are  using  this 
system. 

Career  services  also  uses 
technology  in  areas  such  as 
self-assessment  materials 
and  information,  alumni . 
mentors,  student  mentors 
and  placement  data. 

The  school  has  responded 
strongly  to  charges  that  it 
has  lacked  International 
approach  by  boosting  its 
global  presence  and 
resources.  ■ 

In  1998  it  opened  an 
Aster  Pacific  Research  Office 
in  Hong  Kong  that  whiqh  mil 
increase  opportunities  for 
facutty  to  spend  extended 
periods  in  the  region  with  a 
stronger,  more  co-ordinated 


resource  base. 

Over  the  next  few  years 
HBS  plans  similar  offices  in 
other  key  regions,  though 
already  it  claims  to  have 
researchers  at  work  in  more 
than  40  countries  and  has 
an  established  research 
centre  in  Menlo  Park, 
California  to  help  develop 
case  materials  and  research 
projects  in  Silicon  Valey. 

HBS  also  has  a strong 
research  base  with  a 
research  and  course 


development  programme 
that  soaks  up  more  than 
$50m  a year.  About  50  per 
cent  of  the  budget  goes  on 
International  studies,  25  per 
cent  of  which  focuses  on 
norv-American  companles. 

Typlcally,  faculty  spend 
about  half  of  their  time  on 
research.  The  output  of  this 
research  effort  Includes  case 
studies,  working  papers, 
articles  in  both  scholarly  and 
practitioner-oriented 
periodicals,  books,  videos 
and  multimedia  products. 

In  1997,  more  than  5m 
HBS  cases  were  purchased 
by  more  than  6,000 
academic  institutions  and 
corporations.  Around  600 
new  cases  and  other 
teaching  materials  are 
created  each  year. 

HBS  and  the  Committee 
of  200  (C200),  a national 
organisation  of  women 
business  executives,  have 
announced  an  initiative  that 
will  highlight  the  leadership 
role  women  play  in 
businesses  and  workplaces 
around  the  globe.  The  goal 
ts  to  develop  HBS  cases 
focusing  on  important 
management  issues 
involving  women  business 
leaders. 


buildings  and  swish  faculty 
offices.  But  faculty  and 
students  mix  regularly  at 
Shad  Hall,  which  combines  , 
a fitness  centre.  baD  courts, 
cafeteria  and  IT  labs. 

The  landmark  Baker 
Library  building  ts 
undergoing  extensive 
refurbishment.  Harvard  has 
begun  yet  another  building, 
scheduled  to  open  in  the 

summer  of  2000. 

In  addition  to  offering 
students  an  informal 
environment  for  studying 
individually  or  in 
small  groups,  this  new 
campus  centre  will  also 
provide  space  for  student 
meetings,  guest  speakers, 
social  events  and 
receptions. 

It  will  house  dining 
facilities  and  a small  number 
of  commercial  operations 
such  as  a bookstore, 
business  and  travel  centres, 
and  a post  office-  ** 

The  majority  of  MBA  i 

administration  staff  will  have  \ 
offices  in  the  campus  centre, 
enabling  students  to 
conduct  many  transactions 
in  one  area. 

George  Bickerstaffe 
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RESEARCH  by  Richard  Donkin 


Published  work  helps  to  boost  league  ratings 

The  future  of  a business  school  no  longer  lies  just  with  the  quality  of  its  teaching  but  also  in  the  quality  of  its  applied  research 


Why  do  business  schools 
need  to  do  research?  Doesn't 
it  get  in  the  way  of  teaching, 
and  isn’t  there  enough 
knowledge  out  there  already 
on  how  to  run  a business? 

Those  contemplating  an 
MBA  programme  might  be 
forgiven  for  asking  such 


Research  Assessment  Exer- 
cise (RAE)  for  business 
schools  carried  out  every 
four  or  five  years.  Ibis  eval- 
uates schools  and  depart- 
ments for  their  research  out- 
put and  rates  them. 

The  highest  ratings  in  the 
last  exercise  were  achieved 


questions.  They  doT  after  nflT""6lyTnndon  Business 'School 
expect  to  leave  their  busi-  Lancaster  University  and 


ness  schools  with  a good 
grasp  of  the  fundamentals 
involved  in  running  a busi- 
ness. 

But  they  also  want  an 
MBA  that  means  something. 
When  seeking  a new  job 
they  may  find  varying  atti- 
tudes towards  MBAs  and 
business  schools.  Possessing 
an  MBA  is  one  thing,  but 
employers  will  also  ask 
where  it  comes  from. 

The  schools  themselves 
are  aware  of  this,  and  in 
what  has  become  an  increas- 
ingly competitive  sector  they 
are  constantly  striving  to 
achieve  or  maintain  promi- 
nence. One  of  the  most  his- 
torically successful  ways  to 
do  this  has  been  to  make 
room  for  the  best  thinkers  in 
their  field.  This  means  that 
academics  are  encouraged  to 
undertake  and  publish  new 
research.  The  research,  in 
turn,  attracts  kudos  to  the 
school. 

The  practice  has  become 
an  accepted  form  of  measur- 
ing business  school  success 
in  the  UK  under  the  Higher 
Education  Funding  Council's 


Manchester  School  of  Man- 
agement at  the  University  of 
Manchester  Institute  of  Sci- 
ence and  Technology 
CUMISTl.  All  received  rat- 
ings which  put  their 
research  output  on  a par 
with  the  best  schools  inter- 
nationally. Apart  from  the 
kudos,  the  ratings  are  also 
linked  to  the  council's  fund- 
ing scale. 

Cary  Cooper,  BOPA  profes- 
sor of  organisational  psycho- 
logy at  UMIST  chaired  the 
last  Research  Assessment 
Exercise  in  1996  and  will  also 
chair  the  next  one  in  2001. 
He  says  that  the  quality  of 
research  had  risen  markedly 
at  the  time  of  the  last  assess- 
ment. 

“A  quarts  of  the  UK  busi- 
ness schools  achieved  rat- 
ings of  four  or  five,  com- 
pared with  about  four 
schools  in  the  exercise  held 
four  years  previously,"  he 
says.  “Those  ratings  put 
them  in  the  top  drawer  of 
business  schools  from  a 
research  point  of  view. 

"There  is  no  doubt  that 
the  prominence  now  given  to 


these  ratings  has  encouraged 
all  business  schools'  to  aim 
higher  than  before  in  terms 
of  research  output  and  qual- 
ity." 

The  need  for  good  research 
output  is  stressed  by  Nigel 
Nicholson,  professor  of 
organisational  behaviour  at 
London  Business.  School. 
“We  like  to  have  research 
that  links  all  the  elements  of 
the  business  school,  that 
doesn't  just  stand  alone,"  he 
says. 

The  school  uses  research 
at  several  different  levels. 
Some  of  it  is  focused  at  prob- 
lem finding  in  business.  “We 
try  to  look  below  the  surface 
into  things  business  might 
not  have  thought  about.  We 
might  look,  for  example,  at 
the  wider  behaviour  of  mar- 
kets, or  the  behaviour  erf  cus- 
tomers towards  brands." 

The  school  also  carries  out 
what  Prof  Nicholson  calls 
“integrating  research".  This 
is  the  way  business  runs,  it’s 
organisational  behaviour, 
strategy  and  relationship  to 
leadership  and  business  per- 
formance,” he  says.  The 
school  tries  to  ensure  that 
most  of  its  research  is  inter- 
national, interdisciplinary 
and,  perhaps  most  impor- 
tantly, applied.  “This  wmtw 
that -it  fits  into  the  class- 
room. A lot  of  our  best 
researchers  are  also  our  best 
teachers,"  he  says. 

This  last  point  highlight* 
one  of  the  biggest  fears  of 


those  who  worry  that  too 
much  PTnphaoig  on  research 
can  undermine  teaching 
quality.  David  Norburn. 
director  of  Imperial  College 
Management  School,  Lon- 
don. says  that  concerns  for 
research  have  sometimes 
eclipsed  the  need  for  aca- 
demics fb  r£.  moe*trat  e 
teaching  expertise.  ■ 

In  the  US,  he  says,  the  way 
to  safety  of  tenure  in  many 
schools  was  to  mine  your 
PhD  research  exhaustively, 
publishing  paper  after  paper 
for  three  or  four  years  until 
you  were  offered  tenure  in 
year  five.  “If  you  got  the  best 
teacher  award  you  were 
never  given  tenure,"  be  says. 
“The  idea  was  to  write  lots 
of  articles  designed  to  con- 
form to  a certain  incestuous 
peer  group  template. 

“By  the  age  of  33  you 
might  be  a long  time  away 
from  teaching.  You  might 
have  been  doing  nothing  lon- 
gitudinal - it  takas  too  long 
- but  lots  of  crossfiincbonal 
analysis  and  you  have  soon 
forgotten  what  the  research 
is  for  and  forgotten  about 
your  students.  I think  that 
most  people  are  empty  husks 
at  the  end.” 

He  worries  about  the 
increasing  influence  of  the 
RAE  in  the  UK  which,  he 
claims,  has  led  to  soccer- 
style  transfers  of  top  aca- 
demics as  the  exercise 
approaches  so  that  the 
recruiting  schools  can  bene- 


fit from  the  points  that  will 
be  attracted  by  an  academ- 
ic’s last  three  or  four  years 
of  research. 

"It’s  the  number  of  articles 
in  journals  that  people  have 
heard  about  that  counts," 
says  Prof  Narbura.  “The 
RAE  is  driving  too  many 
people  in  their*- formative 
academic  years.  One  loses 
the  balance  of  the  highly 
capable  lecturer  who.  for 
example,  can  teach  basic 
marketing  very  well.’’ 

These  fears  are  recognised 
in  the  business  school  com- 
munity. Teacher  ratings 
have  been  introduced  in  the 
UK.  although  they  are  not 
yet  linked  to  funding.  “One 
problem  is  that  teacher  rat- 
ings can  be  subjective,"  says 
Prof  Cooper.  “Research  is 
important.  If  all  1 do  is  read 
textbooks  for  my  undergrad- 
uates and  MBA  students,  I 
am  not  going  to  develop  my 
thinking.  It  is  important  to 
know  what  is  happening  and 
the  way  things  are  chang- 
ing.” 

Few  would  disagree.  The 
need  to  balance  research 
with  skilled  Interpretation  in 
the  classroom,  however,  has 
become  a high  priority  in 
most  top  business  schools.  “I 
think  it’s  a very  Important 
thing  in  our  school  to 
achieve  not  only  balance 
between  research  and  teach- 
ing but  integration,"  says 
Kim  Clark,  dean  of  Harvard 
Business  SchooL  That’s 


where  we  get  the  real  power 
that  comes  out  of  building 
knowledge,  pursuing  a kind 
of  research  that  feeds  into 
the  teaching  programme  in 
an  integrated  way." 

Harvard  has  built  its  repu- 
tation on  pursuing  business 
case  studies  which  form  the 
basis  for  classroom  discus- 
sion and  theoretical  work. 
“We  see  our  classroom  as  an 
integral  part  or  the  discovery 
process,"  says  Prof  Clark.  It 
really  works  both  ways 
because  what  goes  on  in  the 
classroom  is  a stimulus  to 
research.  When  it  works  you 
get  synergy  between  teach- 
ing and  research.” 

Academics  must  demon- 
strate skills  beyond  those  of 
a researcher  to  gain  promo- 
tion at  Harvard.  Besides 
research,  t hey  are  also 
judged  on  the 'quality  of 
their  course  development 
and  teaching,  both  to  MBA 
students  and  general  manag- 
ers. 

The  differing  approaches 
of  business  schools  anjl  con- 
cerns for  teaching  would 
suggest  that  research  rat- 
ings, in  spite  of  their  success 
in  raising  the  quality  of 
research,  need  to  be  \iewed 
in  context  with  a school’s 
reputation  for  teaching.  Rep- 
utations are  earned  in  differ- 
ent ways,  and  employers  are 
becoming  increasingly  aware 
of  the  complexities  sur- 
rounding measurement  and 
review. 
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World  Class  Learning  at 

Strathclyde  Graduate 
Business  School 

The  Strathclyde  Master  of  Business  Administration 

Full -line.  Pari -time.  Open  Learning.  Alixo/  Mode 
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Freephone  0800  66  1 966  (UK  only) 

Fax:  +44(0)141  553  8851  Tel:  +44(0)141  553  6118/6119 

WIN  A FREE  COPY  OF  THE 
DIRECTORY  OF  MBAS ! 

To  win  one  of  the  free  copies,  you  must  be  one  of  the  first 
10  readers  to  contact  Edition  XII  by  phone,  fax  or  e-mail. 
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The  CHrectory  of  MBAs,  ISBN  1 B6T49  020  8.  is  available  at  all 

0006  h&SfcJoSl  °1 016  plJb‘ishers-  al  El  4.95 
Edition  XH  ltd  Telephone:  (0181)  441  4233 
Rtoam.le:  0181  441  4677  E-mal.Lkio^S.i ... 


On  the  web 

http://www.editionxii.co.uk 


Move  your  career  in  any  direction  you  choose 

An  MBA  from  Henley  separates  those  who  'give  advice  from  those  who  need  it. 
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BUSINESS  EDUCATION 


ENTREPREMEURSHIP  by  John  Authers 

I Agreed  definition  eludes  the  academic  community 


\ 


Schools  have  continued  to  expand  in  the 
area,  largely  in  response  to  potential 
students’  demknd 
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Entrepreneursbip  is 
established  In  the  marketing 
brochures  of  business 
schools.  However,  there  are 
still  questions  over  whether 
it  has  been  established  as  a 
rigorous  academic  discipline. 

As  George  Daly,  dean  of 
New  York  University's  Stern 
school,  puts  it:  “Entrepre- 
neurship is  a phrase  in 
search  of  a meaning.” 

Different  schools  seem  to 
have  different  concepts  of 
what  entrepreneurship  edu- 
cation should  be,  some  offer- 
ing nuts  and  bolts  training 
in  the  Intricacies  of  building 
a start-up  business,  others 
offering  wider  courses  which 
can  allow  their  students  to 
bring  “entrepreneurial”  flarf* 
to  large  organisations. 

The  discipline  also  suffers 
from  the  widespread  feeling 
that  true  entrepreneurship 
depends  on  individual  char- 
acter. 

Research  at  Calgary  Uni- 
versity, which  has  been  run- 
ning entrepreneurship 
courses  for  more  than  25 
years,  showed  that  students 
who  had  taken  the  courses 


were  statistically  less  likely 
to  start  up  businesses  than 
average  members  of  the 
Canadian  population  - sug- 
gesting that  the  courses 
were  actually  having  a deter- 
rent effect. 

But  schools  have  contin- 
ued to  expand  in  the  area, 
largely  in  response  to  poten- 
tial students'  demand. 
According  to  Mr  Daly:  ”A 
huge  mega -corporation 
which  would  have  been  the 
dream  employer  a few  years 
ago,  isn’t  the  dream 
employer  any  more.  There's 
a substantial  likelihood  now 
that  students  considering  a 
job  may  have  had  one  or 
both  parents  who've  been 
downsized  out  of  such  an 
organisation. 

“They  see  the  mega-corpo- 
ration as  a lumbering 
bureaucracy  which  makes 
false  promises.  On  the  other 
hand,  something  in  Silicon 
Alley  is  very  very  exciting  to 
them.”  , 

Faced  with  the  need  to 
cater  for  budding  entrepre- 
neurs, schools  are  attempt- 
ing to  make  the  concept 
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London  Business  School  this  year  sat  up  an  Incubator  of  its  own,  with  fully  serviced  office  accommodation 


Alan  Harper 


more  concrete.  At  Stem, 
despite  Mr  Daly's  reserva- 
tions, the  number  of-  sepa- 
rate entrepreneurship 
courses  has  doubled  in  the 
past  two  years.  This  has 
been  done  by  focusing  hard 
on  entrepreneurial  finance 
-the  liiechamcs  erf  dealing 
with  venture  capital  groups 
and  so  on  - along  with  a 
study  of  economic  history. 


make  use  of  the  “New  York 
deal  flow",  finding  place- 
ments for  the  students  with 
the  area’s  venture  capital 
and  private  equity  manag- 
ers, and  allowing  them  to 
help  with  start-up  companies 
first-hand- 

Other  schools  have  taken 
the  concept  of  work  experi- 
ence even  further,  and 
attempted  to  set  up  Incuba- 


Stem  is  also  attempting  to'  tors”  for  graduates  and  their 


Start-up  rvmrpaniag  ’TMc  js  a 
concept  borrowed  from  sci- 
ence and  engineering  depart- 
ments, which  often  provide 
facilities  to  help  their  scien- 
tists convert  promising 
research  and  discoveries  into 
marketable  propositions. 

All  the  main  centres  of 
high  technology  in  the  US 
-in  the  San  Francisco  Bay 
Area,  greater  Boston,  the 
North  Carolina  "Research 


Triangle”  and  in  Austin, 
Texas  - are  centred  around 
universities.  In  the  UK.  War- 
wick and  Durham  universi- 
ties also  offer  extensive  help 
far  small  companies. 

Now  the  idea  is  to  use  the 
same  concept  for  managers 
as  well  as  scientists.  At 
UCLA's  Anderson  School, 
scientists  with  Ideas  to 
develop  are  put  in  touch 
with  business  students. 


London  Business  School 
this  year  set  up  an  incubator 
of  its  own,  buying  fully  ser- 
viced office  accommodation, 
and  charging  £400  per  person 
per  month  - drastically 
undercutting  standard  office 
rates  for  central  London. 
The  school  also  has  an  inter- 
est in  a venture  capital 
group  which  can  offer  finan- 
cing. According  to  John 
Bates,  who  has  master- 
minded the  project  for  the 
school,  student  demand  was 
strong,  with  85  per  cent  of 
London  Business  School 
MBA  students  saying  they 
wanted  to  be  running  their 
own  business  within  five 
years  of  graduating. 

The  incubator  choose 
from  business  plans  devel- 
oped during  the  school's 
“new  venture  development” 
course,  one  of  four  it  runs  in 
entrepreneurship.  This  has 
produced  about  60  potential 
business  plans,  according  hi 
Mr  Bates,  which  are  now 
being  evaluated  as  possible 
investments. 

The  objective  Is  to  provide 
the  students  with  the  help 
needed  to  start  a company, 
and  take  it  to  the  stage 
where  they  can  raise  sums 
measured  in  millions,  rather 
than  thousands. 


The  first  business  to  be 
incubated  by  the  school  is 
lglu.com,  an  internet  com- 
pany for  arranging  ski  trips. 
Many  other  plans  are  also 
internet-related,  and  Mr 
Bates  say’s  the  project  will 
concentrate  on  media  and 
technology  companies,  but 
there  is  a variety. 

Plans  under  consideration 
include  a clinic  for  open 
heart  surgery,  drawn  up  by  a 
student  who  is  also  a heart 
surgeon,  and  an  on-line  legal 
services  company,  drawn  up 
by  a lawyer  who  modelled 
the  proposal  on  cheap  US 
legal  services  which  adver- 
tise using  toll-free  telephone 
lines. 

Beyond  finance  and  office 
space,  the  school  is  also  lay- 
ing on  a council  of  advisers, 
who  are  successful  entrepre- 
neurs from  ventures  ranging 
from  Psion  to  Classic  FM. 

But  the  motives  are  not 
entirely  educational.  If  the 
project  is  successful,  it 
should  generate  money  for 
London  Business  School,  as 
well  as  for  its  youthful  entre- 
preneurs. As  Mr  Bates  puts 
it:  "The  impetus  is  to  invest 
in  our  own  .product.  Long 
term  this  is  about  building 
an  endowment  for  London 
Business  School." 
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with  its  red-tiled  roofs  and 
church,  looks  like  a 
Florentine  monastery  bathed 
in  almost  perpetual 
Californian  sunshine. 

In  fact,  it  is  styled  on  a 
Spanish  mission.  It  is  known 
as  “the  farm"  because 
Leland  Stanford,  a California 
senator,  raised  racehorses 
there  before  he  converted 
the  8,200-acre  ranch  Into  an 
academic  shrine  to  his  son 
In  1885.  

When  Herbert  Hoover,  a 
Stanford  old  boy,  persuaded 
a group  of  businessmen  that 
the  west  coast  was  sorely 
lacking  in  management 
education,  Stanford  seemed 
the  obvious  site  for  a 
business  school.  Founded  in 
1925,  and  drawing  on  the 
growing  reputation  of  the 
university,  it  built  up  a 
reputation  as  a regional 
centre  of  business 
excellence. 

But  it  was  not  until  the 
1960s,  after  it  had  improved 
the  quality  of  its  faculty  by 
luring  top  academics  from 
other  leading  business 
schools,  that  it  began  to 
challenge  the  supremacy  of 


Stanford  GSB 

Fd-tbne  NBA  Matt  per  year  730 
PsrcaitogeoflntetnrtDiBistiKfenb  30 


Course  length  hi  mantis  21 
Number  of  electives  courses  125 
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schools  such  as  Wharton 
and  MfT. 

At  the  same  time  it  began 
to  pursue- a^policy  of  - n * 

"balanced  excellence” 
between  its  professional 
programmes  and  research. 
Stanford  deliberately  steered 
away  from  the  Harvard 
“case  study"  model  of 
research  and  began  instead 
to  concentrate  on 
developing  spheres  of 
expertise  backed  by  strong 
theoretical  research. 

Today  it  has  become  fully 
established  in  the  big 
league,  feeding  into  the 
sunrise  Industries  that  have 
emerged  in  the  Santa  Clara 
valley  to  the  north  of  San 
Francisco. 

The  Silicon  Valley 
connection  is  one  of  the 
greatest  strengths  of  the 


business  school  and 
university.  Information 
technofogy  businesses,  . 
irspackediofteniby  the  ■ lint, 
ingenuity  of  former  Stanford 
graduates,  have  proved  a 
magnet  for  mid-career 
professionals  looking  for  an 
opportunity  to  mingle  with 
Silicon  Valley  entrepreneurs 
during  a spell  of  study. 

Stanford  business  school 
takes  about  740  students  a 
year  into  its  MBA 
programme  and  just  over 
100  into  its  PhD  programme. 

It  also  offers  the  one-year 
Stanford  Sloan  programme  - 
for  47  mid-career  executives 
and  various  other  executive 
programmes  that  take  in 
about  800  executives  a year 
seeking  to  improve  their 
management  skills.  Some  of 
these  are  now  centred  In 
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Stanford  University's  business  school,  founded  In  1925,  has  become  fuBy  estabfshed  in  the  tag  league 


other  international  locations 
such  as  London  and 
Singapore. 

The  academic 

programmes  are  built  around 
a strong  research  faculty 
that  excels  in  such  areas  as 
economics,  finance, 
organisational  behaviour, 
accounting  and  political 


science. 

Partly  because  of  its  size, 
the  school  also  encourages 
cross-functional 
collaboration  within  the 
faculty.  In  the  past  10  years 
under  its  dean,  Michael 
Spence,  It  has  improved  its 
links  with  business  leaders 
in  order  to  achieve  a greater 


understanding  of  the  most 
Important  issues  facing 
companies.  Its  supply  chain 
management  initiative,  for 
example,  has  attempted  to 
develop  state-of-the-art 
business  solutions. 

The  Stanford  project  on 
emerging  companies  is 
another  long-term  study 


looking  for  common 
development  patterns 
among  entrepreneurial 
companies.  The  study  is 
tracking  the  progress  of 
about  160  small  start-up 
companies  in  the  San 
Francisco  Bay  area. 

Entrepreneurship  has 
become  such  an  Integral 


part  of  the  business  school 
that  It  has  created  a 
Centre  for  Entrepreneurial 
Studies  designed  as  a 
resource  to  encourage 
research  and  teaching  of 
entrepreneurship.  It 
supports  about  14  research 
projects. 

Another  recent 
development  has  been  the 
construction  of  a residential 
centre  allowing  the  school  to 
offer  more  executive 
programmes  during  the 
academic  year. 

The  Schwab  Centre, 
designed  like  a small  village, 
can  house  about  280 
people.  Built  nearly  two 
years  ago,  it  has  helped 
students  to  overcome  a 
severe  shortage  of 
off-campus  housing  within 
commuting  distance  of  toe 
schcoL 

The  school  continues  to 
attract  strong  interest  from 
recruiters,  although  a 
growing  percentage  of 
graduates  are  becoming 
involved  in  start-up  "• 
companies.  Management 
consulting  continues  to  be 
toe  most  popular  source  of 
employment  for  Stanford 
graduates  ahead  of 
investment  banking. 

. The  growing  importance  of 
the  Santa  Clara  valley  area 
.•for  venture  capital  is  also 
- reflected  In  increasing 
numbers  of  graduates  taking 
venture  capital  jobs. 

The  median  base  salary 
for  a Stanford  graduates 
entering  consulting  was 
$91,000.  The  median  for 
k those  in  venture  capital  was 
slightly  higher  at  593,000. 

Richard  Donkin 
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The  Institute  de  Empresa  helps  managers  succeed  on  a 
global  business  stage.  The  bilxngual  International  MBA 
gives  students  the  skill  and  knowledge  to  think  globally, 
and  act  with  entrepreneurial  verve. 

Situated  in  the  heart  of  Madrid,  one  of  the  business 
capitals  of  Europe^  the  Institute  has  established  itself 
as  a leading  business  school: 
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The  Institute  has  a special  underetandingqf 
Latin  America  and  the  Spaitish-speakirig 
business  world,  in  addition  to  strong  links 
with  multinational  organisations,  it  has 
19,000  alumni  working  at  senior  levels  in  80 

Entrepreneurship  is  a core  element  of  the 

MBA  and  students  will  have  access  to  the 
International  Centre  for  Entrepreneurship, 
Opening  in  1999.  In  the  last  decade,  more 
than  350  business  have  been  set  up  by 
former  students. 


The  International  MBA  accredited  by  AMBA.  nm  both  in  Englidi  and  Spsnsh.  Intsnswe 
~zcar7n-trp~  Spanish  dosses  are  offered  before  the  course  ° 

multkultuJ^mmentj  a three  munSi 

smites  o fan  International  Career  Placement  Department  A World  Reality  Semaur  is 

EES  aid  fo  discuss  the  (Mtmsenaes  of  global  management 

Fulbright  scholarships  available. 

Marfa dc Molina. 13,  28006  Madrid.  ■ lbL34-l-S6896 ;ltt.*  ft*  34-1-411  »Q3 
E-nuil: Admissions®  itncnucs  - bttpjf  www.ie.cdn 
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EUROPEAN  BUSINESS  SCHOOL 

Graduate  Programmes 

4-  year-programme:  B.A.  Hons,  equivalent 

5- year- programm e:  MBA  equivalent 

Excellent  location 

within  easy  reach  of  Frankfurt,  cootmeora]  Europe’s 
leading  financial  centre 

Unique  courses 

— banking  and  finance,  real  estate  management,  entrepreneurship 
In  terra  rfonalfty 

All  students  spend  an  obligatory  year  abroad: 

26  partner  universities  all  over  the  world 

Faculty  staff 

a diverse  blend  of  leading  scholars  and  successful 
business  experts 

EUROPEAN  BUSINESS  SCHOOL 
Schlo8  Rektiartshansen 
D-  65375  Oestrich-Vuikel 
Phone:  0049-10)6725-69-0 
Fax:  0049-10)6723-69- 1 33 
e-mail:  lirfo4jiebs.de 
internet:  hnpJfwww.ebs.de 


Learn  how  to  create  a corporate  (earning 

partnership  between  your  organization  and  a 
business  school  at  this  innovative  symposium. 

DESIGNING  A VIRTUAL 
CORPORATE  UNIVERSITY 

APRIL  26-28  1999  - WASHINGTON DC 
Some  of  the  best  practices 
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“l  believe  that 

y Ashridge  is  the  natural 

partner  for  managers 
and  organisations  who  relish  challenge  - who 
want  to  go  further  and  realise  greater  potential n 


Michael  Qsbaldeston,  Qtid  Executive 


Deutsche  Bank  and  Fuqua 
School  ot  Business 
SBC  Communications  and 
Webster  Ureveraty 


Lufthansa  School  of  Business 
Anheuser-Busch  University 
First  Union  National  Bank 
Motorola  University 


Many  networking  opportunities! 
Register  for  this  premier  event  NOW1 
Cali  (800)  946-1210  or  (212)  213-8650 
www.corpu.com 


Executive  education 

Qualification  programmes 
Organisation  consulting 
Management  research 

For  more  Information  or  to  discuss 
opportunities  to  join  our  growing  faculty,  contact 
the  Ashridge  information  desk; 

Tel:  +44  (0)1442  841000 

Fac  +44  (0)1442  841036  Enufl:  iMo0a^ddge.D^jft 

Internet  wwMshrid9e.cKg.Lrt 

Ashridge.  Beridumsted.  Hertfordshire  HP41NS,  UK 
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No  other  MBA  prepares  you  better  for  the  world  ahead. 

Graduates  of  The  Manchester  MBA  consistently  average  increases  of  more  than  50s. » 
on  their  pre-MBA  salary.  Make  the  most  of  your  ability  and  call  for  our  full  and  part-time 
MBA  brochure  on  -44(0)161-275  6530  or  fax  on  +44)0)161-275  6300.  Alternatively, 
meet  us  at  The  MBA  Fair,  Business  Design  Centre,  52  Upper  Street,  London  Nl.  Stand  Tl, 
on  Wednesday  27  January,  12.30pm-8.30pm,  or  Thursday  28  January,  12.00pm  -7.00pm. 

Nearest  tube:  Angel  Islington 
Manchester  Business  School,  Booth  Street  West,  Manchester,  M15  6PB. 

E-mail:  j.leete*-fs2. mbs. ac.uk  WWW:  http://www.mbs. ac.uk 

Manchester  Business  School 


THE  BRADFORD  MBA 


Today's  managers  are  pulled 
.-in  such  divtirse, directions,  a' 
flexible  mode  of  study  is 
essential.  That’s  why.  at 
Bradford,  we'll  produce  a 
programme  that's  tailored  to 
your  needs.  Rd-time,  evening 
and  open  learning  options 
give  you  the  freedom  to 
team  at  your  pace,  not  ours, 
with  course  lengths  of  1 to 
6 years.  And  in  addition 
to  studying  the  integrative 


& 


core',  you  will  choose  the 
'6'rfuSst  relevant  etedWS’flTHT 
a range  of  over  30,  to  ensure 
your  MBA  complements  your 
chosen  career  path.  So,  for  a 
more  flexible  MBA,  talk  to 
Bradford.  After  aB.  why  study 
an  MBA  that  hasn't  studied 
you?  For  further  information 
can  +44  (0) 1274  234372/3,4. 


THE  BRADFORD  MBA 

S«  osar  the 
Badness  Design  Centre 
an  27V2S  January. 


IT’S  FLEXIBLE,  ^ 
SO  YOU  DON’T  HAVE  TO  BE. 


Tlw  UmuiMiy  at  Bradford  Nbiugncnl  Centre.  Emm  Lane.  Bradford  BD9  4JL 
WvM  Varkdini'.  UK.  Fax  +44(0)1274  232311.  email:  mbtiytiadbidac.uk 
http,  www.brad.oc  uk.  ocad-ironcm 


Get  your  FREE 
Executive  Education 
1999  Casebook 


Order  Now 

PhontH  +44  171  549  3491  Fax:  +44  171  490  2422  email:  radheljm«lure«hol»ORS^ 

For  MDs  and  CEO*,  seeking  the  highest  level  of  Columbia,  Duke,  London  Business  School.  Emory, 
Management  Education,  this  Casebook  is  an  Stanford,  Michigan,  Wharton,  Ashridge,  Cornell, 
invaluable  reference  source  for  taught  courses  Cranfield,  Darden  and  Toronto.  For  additional 
and  tailor  made  courses  offered  by  the  leading  information  on  executive  education  access  our 
business  schools  worldwide,  including:  Harvard,  website  on  www.exechobsortsxom 


Win  a £10,000  Scholarship  from  the  Association  of  MBAs  and  Hobsons 

All  applications  bj  email  to:  ■achel.mcdureShobtans.cc.ub  trfore.  Kirch 


HOBSONS 


DISTANCE  LEARNING  AND  FULL-TIME 


CHANGE  YOUR  APPROACH  TO  MANAGEMENT 


i The  Leicester  MBA 


i MSc  in  Marketing  or  Finance 
• Diploma  In  Management 
i Certificate  in  Management 


i Leicester 
University 


AM  range  of  tfstonca  learning  programmas  art 
aval  table. 

Freephone  0800  374024  (UK  only)  tor  an 
intormotiort  pad>  (2a  hr]  or  +44  (0)  1203  422422 
to  speak  to  a CorsuSanL 

RXS  FH£S>OST  (FTW)  CW77  CCWWWy  CVa  88R,UK_ 

Fax +44(0)  1203  azzazs  /M1> 

emaih  LUUC@ULSS.uk 

MgtV/wwwJOJtujdt/lunK/  m LiiV 


Promoting  excellence  In  iMversOy  teaching  and  research 


FINANCIAL 


Unlvw^ty  of  Michigan 


PROFILE 

MICHIGAN  BUSINESS  SCHOOL 

There’s  method  to  be 
found  in  the  madness 


PHcentage 
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While  ft  is  traditionally  the 
latest  private  business 
schools  that  grab  all  the 
headlines  in  the  US  - 
Harvard,  Wharton  Stanford, 
or  Kellogg  - a handful  of 
state-run  universities  are 
beginning  to  prove  that  they 
can  keep  up  with  their  more 
affluent  counterparts. 

One  of  the  leaders  is 
undoubtedly  the  University 
of  Michigan  Business 
School. 

With  a huge  executive 
education  programme  - in 
terms  of  participants, 
Michigan  has  about  13  per 
cent  of  the  work)  market  for 
open  (non  company-specific) 
programmes  - and  powerful 
full-time  and  executive  MBA 
programmes,  Michigan  has 
built  its  reputation  try  being 
In  the  forefront  of 
management  thinking, 
pragmatic  teaching,  and  the 
use  of  technology. 

Moreover,  while  many  of 
the  big  US  state  schools 
concentrate  on  national, 
even  local,  curricula  and 
student  intakes,  Michigan 
has  built  itself  Into  one  of 
the  most  international 
business  schools  in  the  US. 


Under  the  stewardship  of 
dean  Joseph  White, 
Michlgan's-whole  approach 
to  the  MBA  has  bear  more 
eclectic  than  the  more 
traditional  schools  which 
emphasise  their  finance 
programmes,  say,  or  their 
marketing  skills. 

As  an  MBA  will  have  to 
wait  10  or  15  years  to 
become  a top  manager, 
there  are  a handful  of 
fundamental  issues  that  all 
MBAs  need  to  be  taught, 
argues  C.  K_  Prahalad, 
Michigan  professor  and  the 
man  who,  with  Gary  Hamel, 
coined  the  phrase  'core 
competencies”  in  1990. 

Top  of  the  list  is  the 
capacity  to  learn,  followed 
by  a capacity  to  collaborate 
and  to  Integrate  across 
intellectual  as  wen  as 
cultural  heritages.  That 
means  a software  engineer 
should  be  able  to  Integrate 
with  a marketing  specialist, 
for  example.  Managers 
should  also  have  a capacity 
to  own  up,  or  be 
accountable,  he  says. 

The  job  of  a business 
school  should  be  to  help 
students  increase  their 


I “bandwidth",  says  the 
I softly-spoken  Prof  Prahalad. 
"We  also  know  there  is  a 

: Gmrt  to  the  personal 

bandwidth  of  a student,  so 
we  need  to  help  them 
increase  the  bandwidth  by 
depending  on  the  systems 
that  help  them  increase  their 
bandwidth." 

While  the  traditional 
business  school  would  teach 
different  strands  of 
management  - accounting, 
statistics,  or  marketing'1-  at 
the  outset  of  the 
programme,  Michigan 
plunges  Its  MBAs  straight 
into  a course  on  leadership. 
By  doing  it  at  the  beginning 
of  the  programme  course 
participants  have  time  to 
sort  out  any  shortcomings, 
says  Allan  Cotrone,  director 
of  the.  office  of  cares' 
development  “You’re 
working  at  the  edge  of 
chaos,  but  that  is  what  the 
world  is  going  to  look  like.” 

Prof  Prahalad  agrees.  “We 
do  many  things 
counter-intuitive  to  other 
schools,  if  you.think  there’s 
a lot  of  madness  here, 
there’s  a method  in  it" 

At  a time  when  the 


powerhouse  business 
schools  concentrate  on  the 
big  subjects.  Michigan  is 
earning  itself  a name  in 
many  of  the  more  off-beat 
but  forward-thinking 
subjects.  Last  year,  tor 
example,  Michigan  was 
among  a handful  of  US 
business  schools  highlighted 
by  the  World  Resources 
institute,  a 
Washington-based 
think-tank,  for  incorporating 
the  environmental  agenda 
Into  its  curriculum. 

Also  last  year  Michigan 
was  chosen  by  Catalyst  the 
women’s  rights  watchdog,  to 
study  why  tin  ere  are  so  few 
women  on  MBA  courses  in 
the  US  - the  figure  is 
running  below  30  per  cent 

But  It  is  in  Its  international 
agenda  that  Michigan  has 
won  most  acclaim.  The 
school  offers  a global 
executive  MBA  programme 
using  the  latest 
videoconferencing 
technology  to  corporate 
I participants  in  Brazil,  Hong 
Kong  and  South  Korea  and 
on-site  executive  education 
programmes  in  India, 
eastern  Asia  and  Europe. 

It  has  established  the 
WHIiam  Davidson  Institute  as 
a research  centre  for 


INTERNATIONAL  AGENDA  by  John  Authers 


Recruitment  crosses  the  borders 


Links  with  facilities  overseas  help  schools  to  develop  broader  understanding 

Top  business  schools  no  The  largest  and  best-  too  many  costly  trips  to  in  1984,  puts  international- 
longer  work  in  purely  known  US  business  schools,  international  recruitment  ism  at  the  heart  of  its 


Top  business  schools  no 
longer  work  in  purely 
national  markets.  The 
demand  from  employers  is 
for  recruits  with  the  drills 
needed  to  work  in  many  dif- 
ferent countries  and  cul- 
tures, and  so  potential  MBA 
students  themselves  also 
want  a course  which  can 
show  they  have  a thorough 
international  grounding. 

Large  European  business 
schools,  notably  the  London 
Business  School,  Insead.  and 
IMD,  appear  to  have  a 

built-in  advantage.  Set  ^in 
"BM-ope,  in  or  near  large  and 
cosmopolitan  cities  with  sev- 
eral national  borders  close 
by.  they  can  readily  provide 
the  range  that  students  are 
looking  for. 


The  largest  and  best- 
known  US  business  schools, 
with  internationally-recog- 
nised names,  led  by  Harvard 
Business  School,  also  have 
little  difficulty  in  attracting 
students  from  a wide  enough 
variety  of  cultures  to  keep 
potential  MBAs  and  recruit- 
ers happy. 

Other  schools  - led  by  the 
University  of  Pennsylvania’s 
Wharton,  and  Northwestern 
University’s  Kellogg  - have 
built  their  brand  name  in 
recent  years  to  a stage 
inhere  they  are  arguably  just" 
as  well  known  outside  the 
US.  Improved  communica- 
tions, and  particularly  the 
internet,  have  made  it  much 
easier  to  attract  foreign  stu- 
dents without  embarking  on 


too  many  costly  trips  to 
international  recruitment 
fairs. 

But  internationalism 
raises  the  barriers  for  the 
schools  which  are  not  yet  in 
the  small  group  of  dominant 
operators.  Now  they  not  only 
need  to  btntd  their  credibil- 
ity in  the  US,  but  they  also 
need  to  develop  a global 
brand  name  so  that  they  can 
offer  students  an  interna- 
tional experience.  However, 
several  ambitious  and  rela- 


approach.  Christopher  Puto. 
its  dean,  says:  “When  stu- 
dents finish  the  Georgetown 
MBA  programme  we  claim 
they  are  far  better  positioned 
to  compete  in  the  global 
marketplace." 

About  70  per  cent  of 
Georgetown  MBA  students 
speak  more  than  one  lan- 
guage. Mr  Puto,  a marketing 
professor,  expresses  the  chal- 
lenge of  building  the  school's 


tively  new  business  schools  reputation  to  one . compare- 
- all  of  which  are  helped  by  ble  to  that  of  Wharton  or 


attractive  locations-  and 
large  endowments  to  use  as 
a battle  chest  - are  attempt- 
ing to  make  the  leap. 

Georgetown  University’s 
McDonough  school,  founded 
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McGILL 


Montreal  draws  strength 
from  strong  eastern  ties 


As  a city,  Montreal  has 
always  been  a meeting  place 
for  two  cultures  and  two 
languages.  It  is  not 
surprising,  then,  that  Its 
premier  business  school, 
McGill,  has  sat  out 
its  staH  as  a meeting 
place  for  international 
management 

More  than  half  the  full-time 
MBA  students  at  McGill  are 
from  outside  Canada  and  40 
per  cent  of  them  take  up  job 
offers  in  countries  other  than 
the  ones  they  worked  in 
before  starting  their  MBA. 

Although  the  international 
focus  Is  Inherent  throughout 
McGill  University,  It  has 
been  promoted  particularly 
strongly  in  the  business 
school  by  Wallace  Crowston, 
dean  for  the  past  12  years. 

It  was  while  working  for 
the  US  business  school 
body  the  AACSB  prior  to 
becoming  dean  at  McGill 
that  he  reafised  how 
inward-looking  many  of  the 
big  US  business  schools 
were.  Additionally,  Prof 
Crowston  developed  a 
fascination  with  China  when 
he  began  working  for  the 
i Canadian  International 
Development  Agency  in 
China  in  1982.  “When  I 
came  to  McGill  it  was  very 
much  my  interest  to  develop 
that,"  he  says. 

McGill  continues  to 
manage  the  C$27m  project 
which  brings  business 
training  to  managers  In 
China.  The  school’s  Centre 
for  International 
Management  Studies  also 
runs  an  executive 
programme  for  financial  i 
services  managers  In  China,  ! 
a course  designed  with 
Canada's  Royal  Bank  and 
the  Great-West  Life 
Assurance  company. 

The  culmination  of 
McGill's  pre-occupation  with 
China  came  last  September 
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most  for  to  tent  costf 


when  It  set  up  a financial 
trailing  centre  as  a joint 
venture  with  the  Shanghai 
bankers’  association. 

McGill  has  developed  a 
reputation  for  creating  other 
Innovative  international 
management  programmes. 
Its  most  famous  professor. 
Henry  Mintzberg,  designed 
the  International  Masters 
Programme  (IMP),  one  of  the 
first  executive  masters 
programmes  to  send  groups 
of  students  to  different 
locations  to  study  - in  this 
case  Canada,  the  UK, 
France,  India,  and  Japan. 

All  the  participants  are 
sponsored  by  their 
companies,  each  of  which 
sends  a small  group  of 
participants.  The  programme 
is  proving  particularly 
popular,  with  more  new 
companies  wanting  to  Join, 
“Without  very  much 
marketing  we’ve  managed  to 
generate  a lot  of  Interest," 
says  Prof  Crowston. 

Perhaps  McGill’s  most 
Innovative  International  move 
to  date  has  been  Its 
decision  to  run  its  MBA 
programme  In  Japan. 

McGill’s  decision  to  target 
Tokyo  was  based  partly  on 
tite  success  of  the  IMP,  In 
which  one  of  the  participants 
Is  Hitotsubashi  University  in 
Japan.  Mora  significantly, 
the  provision  of  US-style 
MBA  programmes  in  Japan 
was  negligible.  In  Hong 
Kong,  by  comparison,  there 
were  nearly  50  foreign  MBA 


CanacSanAumnus 


programmes  to  choose  from. 

With  a student  body  that 
is  split  three  ways  between 
Canadian,  Japanese  and 
other  International  students, 
the  Japan  version  of  the 
McGill  MBA  is  taught  at 
weekends  and  looks  very 
much  like  an  executive 
programme.  However,  insists 
Prof  Crowston,  the  number 
of  teaching  hours  is  the 
same  as  on  the  foil-time 
programme  in  Montreal  - 
780  hours  - and  students 
can  switch  between  the  two 
programmes. 

The  Tokyo  MBA  is  taught 
on  the  Yotsuya  campus  of 
Sophia  University  in  central 
Tokyo 

and  is  seen  as  a model  for 
other  ventures.  Indeed,  the 
business  school  could  have 
two  similar  programmes  up 
and  running  by  2000.  One 
looks  set  to  be  in  western 
Europe,  the  other  in  the 
Gulf.  Within  the  next  10 
years  McGill  could  be 
offering  Its  MBA  in  up  to  five 
locations  outside  Canada. 

At  the  moment  McGill 
faculty  are  all  particularly 
keen  to  teach  in  Japan,  but 
Prof  Crowston  is  aware  that 
this  thirst  for  international 
exposure  might  not  last  if 
the  school  expands  very 
rapidly  overseas.  “More 
people  want  to  go  to  Japan 
than  we  have  slots.  I can 
envisage  a time  when  that 
might  not  be  the  case.” 

Della  Bradshaw 


Kellogg  as  one  of  brand  man- 
agement. 

“You  have  to  build  a 
global  brand  name.  You 
have  to  put  in  place  a struc- 
ture which  ensures  that  the 
students  who  come  will  have 
a comparable  educational 
experience.  Some  of  the  best 
schools  have  taken  on  posi- 
tioning niches  - Kellogg  for 
a long  time  was  highly  posi- 
tioned as  a marketing 
school,  and  Wharton  as  a 
finance  school. 

“We  are  seeking  to  posi- 
tion ourselves  in  three  func- 
tional areas  of  business  - 
marketing,  finance  and 
operations.” 

Emory  University's 
Roberto  Goizueta  School  of 
Business  - named  after  the 
Coca-Cola  chief  executive 
who  died  two  years  ago  - 
also  has  the  benefit  of  a 
large  war  chest  thanks  in 
main  part  to  the  university’s 
relationship  with  the  Coca- 
Cola  company. 

Thomas  Robertson  was 
recruited  as  dean  last  year 
from  London  Business 
School,  and  has  set  about  an 
aggressive  campaign  to  build 
Goizueta  into  an  interna- 
tional power,  building  on  its 
location  in  Atlanta,  the  fast- 
growing business  centre  of 
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[ think  it's  gvccit  to 
have  a Warwick  MBA . 

More  importantly, 
so  does  everyone  else," 


tracts  higi  quality  students  from 
ar°und  the  world,  and  offers  the  choice  of  feH- 


moounr  or  evening  study, 

afl  accredited  by  the  Association  of  MBAs. 
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emerging  markets, 
particularly  in  eastern 
Europe,  and  has  been 

designated  as  the  only  US 

business  school  school  to 
operate  the  ABN-Amro  loan 
scheme,  which  gives 
competitive  loans  to 

students  from  eastern 

Europe  to  study  for  an  MBA 

overseas. 

Michigan  is  also  the  US 
member  of  the  Chma-Europe 
Business  School  in 
Shanghai,  and  it  has  set  up 
a consortium  of  30 
companies  in  the 
Asia-Pacific  region  to  de3l 
with  human  resource  issues. 
The  consortium  indudes 
Philips.  Volkswagen.  Honda. 
Sony,  and  AT&T. 

For  the  MBA  students 
there  are  numerous 
opportunities  to  work  on 
consulting  projects  overseas, 
both  with  indigenous 
companies  and  with 
multinationals. 

As  well  as  international 
experience  the  projects  also 
force  MBAs  to  work  in 
teams,  says  Prof  Cotrone. 
"Projetfs  force  you  to  define 
a structure  as  a team.  You 
come  back  with  no  data  and 
you're  in  big  trouble." 

Della  Bradshaw 


mm 
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the  New  South.  It  already 
draws  one-third  of  its  MBA 
students  from  outside  the 
US. 

Links  with  foreign  busi- 
ness schools,  allowing  stu- 
dents to  be  taught  in  more 
thnn  one  country,  are  grow- 
ing in  popularity  as  a way  tu 
impart  the  international 
experience.  It  was  instru- 
mental in  the  growth  of  Kell- 
ogg. while  one  t'S  business 
school-  Chicago  - has  even 
gone  to  the  lengths  of  build- 
ing a separate  campus,  in 
Barcelona,  to  attract  more 
students.  This  made  it  easier 
to  persuade  Europeans  to 
attend. 

Others  put  less  emphasis 
on  offering  separate  loca- 
tions in  favour  of  trying  to 
make  the  experience  at  their 
home  base  as  international 
as  possible.  George  Daly, 
dean  of  New  York  Universi- 
ty's Stem  school,  situated  in 
the  centre  of  Greenwich  Vil- 
lage and  barely  a mile  from 
Wall  Street,  said  the  school’s 
location  was  integral  to 
what  it  offered.  He  also 
wanted  to  amid  diluting  the 
quality  of  the  faculty  teach- 
ing students  by  requiring 
some  of  them  to  spend  time 
far  away  from  their  home 
base. 

Jeff  Garten,  dean  of  Yale’s 
School  of  Management,  also 
puts  more  emphasis  on 
creating  an  international 
experience  at  home,  rather 
than  sending  students  out 
and  about  while  they  are 
studying. 

The  Yale  name,  and  New 
Haven's  proximity  to  Boston 
and  New  York,  help  to  sell 
the  school  to  foreign  stu- 
dents. But  he  adds  that  his 
mission  is  “to  create  a cul- 
ture in  which  it’s  quite  easy 
to  learn  about  other  cul- 
tures". 
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EMPLOYMENT  IN  FINANCE  by  John  Authers 


BUSINESS  EDUCATION 
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Harsh  lessons  from  Wall  St 

Investment  banks  are  still  recruiting  MBAs,  but  students  find  the  dynamics  of  recruitment  have  changed 
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For  MBAs,  the  rules  of  the 
Wall  Street  game  have 
changed.  Last  year,  when 
many  MBA  students  hopeful 
of  a job  there  were  busily 
taking  internships  in  invest- 
ment banks,  New  York's 
markets  took  a sudden  and 
dangerous  lurch. 

The  Russian  debt  default, 
announced  late  In  August, 
led  to  the  biggest  single-day 
fkll  in  the  Dow  Jones  Indus- 
trial Average,  and  led  to 
almost  total  collapse  in  the 
corporate  bond  markets,  on 
which  many  investment 
banks  depend  for  profits. 

Many  investment  banks 
were  in  the  throes  of  imple- 
menting ambitious  mergers, 
and  lay-offs  were  the  only 
solution. 

It  was  a rather  more  dras- 
tic lesson  in  the  potential 
risks  of  working  on  Wall 
Street  than  any  of  the  stu- 
dents can  have  expected. 

Now  that  Wall  Street's  hir- 
ing season  is  over,  the 
effects  on  MBA  recruitment 
have  not  have  been  as  dra- 
matic as  expected.  Invest- 
ment banks  have  felt  obliged 


physically  close  to  Wall 
Street  and  the  University  of 
Chicago. 

Demand  for  jobs  on  Wall 
Street  also  seems  to  be  only 
slightly  tempered  by  last 
year's  events.  As  one  place- 
ment officer  put  it  “Anyone 
who  made  a decision  to  go  to 
Wall  Street  and  spend  a 
summer  there  has  xt  be  able 
to  deal  with  these  down- 
turns. No  one  really  second- 
guessed  their  career,  deci- 
sion." 

But  if  the  total  number  of 
jobs  on  offer  at  investment 
banks  has  remained  roughly 
unchanged,  the  dynamics  of 
their  recruitment  game  are 
changing. 

Last  year  saw  the  end  of 
several  years  of  hyper-infla- 
tion in  first-year  offers. 

Mr  Goldstein  says:  “You 
are  seeing  a stabilisation  and 
slowdown  of  the  rather 
insane  escalation  that  was 
going  on  in  the  two  or  three 
previous  years.  There's  been 
a dampening  down  of  the 
competitive  push  upwards, 
but  you  stfQ  have  the  con- 
sulting firms  who  are  cbm- 


Star  performer  may 
outgrow  the  forest 


to  keep  their  MBA  recruit-  -peting  for  the  same  talent."  Ftoshbacic  New  York's  markets  took  a sudden  lurch  In  August  after  the  Russian  debt  default 
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xnent  running,  even  if  they 
are  shedding  people  else- 
where in  the  firm. 

Edward  Goldstein,  - at 
Breaker  & Merryman,  a New 
York  personnel  consultancy, 
. says:  “The  efforts  in  terms  of 
building  relations  with  lead- 
ing business  schools,  and 
building  a reputation  on 
campus,  are  such  that  if  you 
turn  that  spigot  on  and  off 
you  do  significant  injury  to 
your  ability  to  recruit  down 
the  road." 

So  banking  chief  execu- 
tives still  made  regular 
appearances  on  campus  late 
last  year  - particularly  at 
the  schools  which  specialise 
in  finance,  such  as  Columbia 
mid  New  York  University's 
Stern  school,  which  are  both 


Investment  banks  also  felt 
that  applicants  were  under 
much-  more  pressure  to 
decide  on  offers  quickly  last 
year,  another  signal  that  the 
balance  between  supply  and 
demand  was  changing  They 
would  once  allow  students 
the  luxury  of  several  weeks 
to  decide;  last  year  they 
were  hurried,  and  forced  to 
make  swift  decisions  by 
recruiters  working  to  much 
tighter  quotas. 

Tom  Fernandes,  at  Colum- 
bia, says:  "Firms  were  cau- 
tious in  their  offering.  They 
wanted  to  manage  the  yield 
a little  more  carefully  and 
have  students  make  deci- 
sions, sooner.  It’s  risky  for 
them  to  have  a number  of 
open  offers  across  schools." 
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White  salaries  in  consultancy  took  attractive  for  graduating  MBAs, 
the  money  ta  the  tong-term  b in  finance  and  hanking. 


Job  sector 
finance  and  banting 
Constancy 


Salary  on  graduation 


Salary  today 


He  says  there  was  a slight 
dip  in  the  number  of  sum- 
mer interns  being  offered 
jobs-  There  was  also  a 
decline  In  recruitment  to 
emerging  markets  trading, 
the  area  which  has  been 
worst  hit  in  the  last  18 
months,  although  he  stresses 
that  this  had  never 
accounted  for  a particularly 
large  proportion  of  recruits. 

At  Stern,  where  almost  50 
per  cent  of  students  take 
jobs  in  investment  banking, 
the  same  picture  emerged. 
George  Daly,  its  dean,  says: 
“The  window  of  opportunity 
closes  much  more  quickly. 
Firms  want  to  turn  around 
an  offer  within  four  or  five 
days.  They  don't  want  stu- 
dents shopping  their  offers 
around." 

Stern  also  noted  a dip  in 
recruitment  to  emerging 
markets  and  other  trading 
and  sales  jobs,  but  saw  con- 
tinued heavy  recruitment  to 
mergers  and  acquisitions,  a 
business  which  is  still  boom- 
ing at  unprecedented  levels. 

None  of  this  seems  likely 


to  reduce  the  popularity  of 
finance  as  a specialism.  It 
has  grown  in  popularity 
almost  as  swiftly  as  entre- 
preneurship in  recent  years. 

Yale’s  School  of  Manage- 
ment set  up  its  own  centre 
for  international  finance  last 
year,  and  William  Goetz- 
rnann.  who  heads  it,  sug- 
gests that  the  discipline 
would  remain  popular  even 
if  Wall  Street  moved  into  a 
bear  market  ~ 

“Finance  -offers  a few 
things  which  are  very  attrac- 
tive," he  says.  Tt  represents 
a body  of  knowledge  and 
tools  which  can  be  applied  to 
many  different  situations. 
It's  a box  of  tricks  which  can 
be  used  to  decide  whether  a 
project  is  worth  doing  or  not 
- whether  it’s  a marketing 
decision  or  an  economic 
decision  or  whatever.” 

He  adds  that  (me  of  the 
single  scariest  events  to  hit 
Wall  Street  last  year,  the  res- 
cue of  the  enormous  Long 
Term  Capital  Management 
hedge  fond,  had  benefited 
the  course.  “The  LTCM  melt- 


down was  fantastic  for  us 
because  it  was  a vehicle  for 
teaching,”  he  says.  “They 
were  doing  risk  arbitrage, 
and  it  was  a wonderful  way 
to  motivate  our  people  to 
look  at  arbitrage  models. 
And  we  looked  at  manage- 
ment contracts  and  how 
they  affect  the  decisions 
managers  take." 

Mr  Goetzznann  set  an  end- 
of-term  exam  based  exclu- 
sively on  Long-Term  Capital 
Management 

Wall  Street's  problems 
have  also  created  more  work 
for  schools'  careers  depart- 
ments. New  York  Universi- 
ty's Stem  school  reports  that 
it  has  had  to  field  plenty  of 
calls  from  alumni  over  the 
last  few  months.  Suddenly 
down-sized  after  only  a few 
years  in  the  job,  the  best 
place  to  turn  seemed  to  be 
the  office  which  found  them 
their  first  placement. 

Which  all  underlines  that 
students  should  be  basing 
their  decision  on  a lot  more 
than  the  fipanrigi  contents 
of  their  first-year  package. 


When  ft  was  established  in 
the  earty  1960s  as  the 
business  school  to  train 
Europe's  brightest 
managers,  few  of  the 
founding  fathers  could  have 
envisaged  that  Insead, 
would  become  a by-word  for 
international  management 
training. 

But  these  days,  of  the  600 
MBAs  who  join  its  grueflingly 
intensive  1016-month 
programme  every  year,  only 
12  per  cent  are  French. 

When  they  graduate,  48  per 
cent  of  the  class  take  up 
jobs  In  a country  other  than 
the  one  in  which  they 
worked  before  starting  their 
MBAs. 

By  far  the  biggest 
recruiters  at  Insead,  situated 
in  the  forest  of 
Fontainebleau  about  an 
hour's  drive  from  Paris,  are 
the  management 
consultancies.  Indeed,  the 
big  five  or  six  firms  regularly 
cite  Insead  as  one  of  the  top 
handful  of  business  schools 
they  target  (The  others 
In  the  group  are 
almost  invariably  the 
big  US  schools,  such  as 
Wharton,  Harvard,  and  j 
KeBogg). 

The  international  flavour  of 
the  school  is  also  reflected 
in  the  teaching  faculty. 
Eighty-six  per  cent  of  the 
faculty  come  from  23 
countries  outside  France, 
and  10  nationalities  are 
represented  among  the  24 
members  of  Insead’s  board 
of  directors. 

With  a powerful  portfolio 
of  executive  courses 
accounting  for  some  50  per 
cent  of  the  school’s  revenue, 
Insead’s  dean,  Antonio 
Borges,  has  now  turned  his 
attention  to  building  up  the 
school's  research 
capabilities  though  the 
establishment  of  a doctoral 
programme  and  the  setting 
up  of  a fund-raising 
campaign  to  boost  research 
coffers. 

Over  the  past  30  years 


FufrltaB  MBA  Intake  per  year  KB 
Percentage  of  international  studerts  88 


Cross  length  in  months  ID 
falter  otetotiNscounas  85 
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Insead’s  growth,  year  on 
year,  has  left  Its  European 
rivals  standing.  In 
September  last  year  Prof 
Borges  announced  that 
Insead  Intended  to  set  up  a 
replica  school  in  Singapore. 
To  begin,  the  Singapore 
campus  will  be  just  half  the 
size  of  its  French  parent,  but 
within  20  years  Prof  Borges 
expects  the  two  schools  to 
be  mirror-images  of  each 
other  in  size  and 
programmes. 

A big  problem  for  Insead 
will  be  attracting  appropriate 
faculty  to  the  school. 

Indeed,  Prof  Borges  is  wont 
to  say  that  attracting 
suitable  faculty  to 
Fontainebleau  is  already  one 
of  his  hardest  tasks. 

Not  surprisingly,  Insaad's 
expansion  plans  have 
brought  some  problems  at 
home  as  well  as  overseas. 
Late  last  year  Prof  Borges 
gave  the  local  authorities  in 
Fontainebleau  an  ultimatum 
that  if  they  did  not  allow 
Insead  to  expand  its 
facilities  there  the  school 
might  be  forced  to  move. 
Sites  in  Germany  (Munich) 
and  Switzerland  (Geneva) 
are  the  favourites  if  he 
decides  to  carry  out  his 
threat 

A particular  difficulty  is 
that  the  forests  around  the 
school  are  protected  and 
that  Insead  has  been  unable 
so  far  to  persuade  the 
planning  authorities  to  allow 
it  to  convert  existing 
buildings  in  the  area.  Prof 
Borges  is  adamant  that  he 
will  not  spirt  the  Insead 
campus  in  France  by  opting. 


say,  to  run  executive 
programmes  in  Paris. 

It  la  an  option,  however, 
that  might  be  thrust  upon 
the  school  following  the 
announcement  at  the  turn  of 
the  year  by  the  Paris 
Chamber  of  Commerce  that 
it  wanted  a number  of 
French  business  schools  to 
merge,  or  work  more  closely 
together,  in  order  to  bring 
French  management 
education  more  In  line  with 
the  US  or  UK  model 

in  particular,  the  chamber 
wants  insead  to  work  with 
HEC  in  Paris,  the  best 
known  among  the  French 
Grand  Ecoles  for 
management  education.  The 
aim  Is  to  increase  the 
number  of  International 
students  on  HEC 
programmes  from  25  per 
cent  to  50  per  cent  in  five 
years. 

insead  says  it  has  no 
problem  with  academic 
collaboration  between  the 
two  schools.  Indeed,  it 
points  to  its  collaboration 
with  other  business  schools 
on  both  research  and 
executive  programmes. 

However,  a merger  is 
definitely  not  on  the  cards, 
Insead  insists.  With  the  Paris 
Chamber  of  Commerce 
owning  the  ground  on  which 
Insead  is  built,  the  school 
may  find  it  difficult  to  resist 
closer  collaboration  with 
HEC  if  put  under  pressure. 
All  of  which  could  make 
Geneva  or  Munich  look  like 
Increasingly  attractive 
propositions. 

Della  Bradshaw 
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(How's  that  for  a truly  international 
MBA  programme?) 

Edinburgh  Business  School  at  Heriot-Watt  University  has 
assembled  a world-class  faculty  with  leading-edge  expertise  in 
their  specialist  subjects,  an  excellent  reputation  for  teaching  and  a 
truly  international  perspective. 

The  School  is  also  a pioneer  in  distance  learning  offering 
unmatched  flexibility-  Today,  more  than  8.000  students  choose 
from  300  centres  in  no  fewer  the  140  countries  when  sitting  their 
rigorous  examinations. 

Now,  students  can  combine  distance  learning  with  on-campus 
study  at  the  new  state-of-the-art  business  school  building  In 
Edinburgh.  And  there  is  a special  route  to  the  programme  for 
those  without  a first  degree. 
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Strategic  Management  of  Technology-based  Companies 

March  14-  20,1999 

SMTC  is  a dynamic  general  management  program  designed  specifically  for 
managers  of  technology-intensive  companies  affected  by  today's  global 
environment.  SMTC  moves  away  from  the  traditional  functional  view  of  an 
organization  and  toward  the  specifics  of  how  companies  can  maximize  their 
own  competitive  advantage  through  the  process  approach.  The  program 
brings  together  faculty  from  Stanford  University  and  IESE  to  provide  an 
exceptional  learning  experience  in  a highly  international  environment 

The  program  will  target  critical  issues  such  as: 

• Strategic  Leadership 

• Market  Orientation 

• New  Product  Development 

• Manufacturing  and  Development 

• Managing  the  Supply  Chain 

• Creating  Value  through  Negotiation 

• Restructuring  and  Revitalizing  the  Company 

By  integrating  North  American  and  European  faculty,  the  SMTC  program 
offers  participants  an  invaluable  global  experience  that  will  provide  practical, 
applicable  information  to  take  back  to  their  organizations. 

For  more  information  on  this  and  other  IESE  programs,  contact: 

Mr.  Rory  Simpson 

Director  of  international  Executive  Education 

IESE,  International  Graduate  School  of  Management 

Av.  Pearson,  21 

08034  Barcelona,  Spain 

Tel:  +34  93  253  4200/253  4379  (direct) 

Fax:  +34  93  253  4343/253  4359  (direct) 
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SMALL  MBAs  by  George  Blckerstaffe 


The  pros  and  cons  of  sizes 

Cost  contraints  suffered  by  some  programmes  may  often  be  outweighed  by  other  opportunities 


The  size  of  MBA 
programmes  varies  enor- 
mously. Harvard  in  the  US 
has  a yearly  student  intake 
of  nearly  900  while  Ashridge 
in  the  UK  takes  in  only  30. 
But  is  there  any  real  differ- 
ence between  large  and 
small  programmes? 

Dominique  Turpin.  MBA 
programme  director  1MD  in 
Lausanne,  which  restricts  its 
Intake  to  around  80.  believes 
that  small  is  beautiful  but 
admits  there  can  be  disad- 
vantages. 

“There  is  a certain  lack  of 
visibility,  and  advertising  a 
programme  becomes  very 
expensive  per  student  admit- 
ted compared  with  a pro- 
gramme of  500  students,”  he 
comments. 

But.  he  adds,  “smaller  pro- 
grammes encourage  a better 
network  among  the  stu- 
dents. A larger  programme 
may  have  a bigger  network 
but  you  can  be  in  the  same 
year  as  someone  and  never 
meet  them." 

The  Amos  Tuck  business 
school  of  Dartmouth  College 


in  the  United  States,  which 
with  around  180  students  is 
regarded  as  a small  school, 
also  believes  that  its  size 
leads  to  a strong  sense  of 
community  which  translates 
into  strong  alumni  loyalty. 

With  about  70  students  at 
present  and  plans  to  grow  to 
120  over  the  next  few  years, 
the  Judge  Institute  of  Man- 
agement at  Cambridge  Uni- 
versity also  sees  itself  as  a 
small  programme.  According 
to  Dr  Chong  Ju  Choi,  MBA 
programme  director, 
“smaller  programmes  create 
much  better  teams  and  col- 
laboration - and  of  course 
teamwork  and  collaboration 
have  been  the  key  issues  in 
management  for  the  last  10 
years". 

Small  programmes  are  not 
without  disadvantages,  of 
course.  In  particular,  small 
student  numbers  tend  to 
mean  small  faculty  numbers 
and  a corresponding  reduc- 
tion in  the  number  of  elec- 
tive, often  specialised, 
courses  that  are  offered. 

Many  schools,  such  as 


Tuck,  try  to  tackle  this  prob- 
lem by  bringing  in  visiting 
faculty  or  through  liaisons 
with  others  schools.  But  ulti- 
mately Tuck  concedes  that 
its  students  may  have  fewer 
options  in  terms  of  content 
and  faculty  than  they  would 
have  at  a larger  school.  But 
it  feels  the  trade  off  is  posi- 
tive. 

Tuck’s  Professor  Ken 
Baker,  associate  dean  for  the 
MBA  programme,  argues 
that  having  fewer  people 
involved  allows  greater  flexi- 
bility. 

“We  can  accommodate 
non-standard  teaching  meth- 
ods or  assignments  that 
much  more  easily,"  he  says. 
“For  example,  with  not  that 
many  faculty  teaching  on 
the  required  programme  it  is 
easier  to  organise  cross-func- 
tional cases  or  team  teach- 
ing. 

“And  there  is  obviously  a 
lot  better  access  to  faculty 
and  also  to  administrative 
staff,  particularly  the  dean, 
and  people  you  might  not 
meet  on  a large  programme 


such  as  the  head  of  alumni 
relations  or  people  running 
executive  education  pro- 
grammes. And  there  Is  a lot 
more  opportunity  to  meet 
executives  on  short  courses. 
On  smalt  programmes,  they 
often  outnumber  the  MBAs 
on  campus." 

Smaller  numbers  also 
allow  better  control  of  a pro- 
gramme - in  selection  of  stu- 
dents for  example. 

“Does  a small  programme 
make  It  easier  to  admit  the 
best  students?  Yes  and  no,” 
says  IMD’s  Professor  Turpin. 
“Certainly  it  is  easier  to 
select  83  outstanding  stu- 
dents from  around  800  appli- 
cants. But  on  the  other  hand 
- though  it  hasn't  happened 
yet  - 1 would  be  concerned  if 
l had  to  turn  away  an  out- 
standing student 

“It  also  allows  you  to  run 
the  programme  a little  more 
tightly,"  he  adds.  "When,  you 
get  students  looking  for  a 
job,  for  example,  on  a large 
programme  you  get  them 
running  off  for  job  inter- 
views and  no  one  is  quite 
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Speaking  language  of  change 


it  Is  a standing  joke  at  lese, 
in  Barcelona,  that  the  dean 
spends  more  on  gardeners 
than  he  does  on  faculty. 
Though  just  a joke,  it  is 
easy  to  see  how  the  quip 
started. 

lese  - Estudios  Superiores 
de  La  Empress  - must  be 
one  of  the  few  business 
schools  in  the  world  set  in 
lush,  carefully  manicured 
sub-tropical  gardens  with  a 
panoramic  view  in  one 
direction  of  mountains  and 
in  the  other  of  the  sea. 

It  is  not  surprising,  then, 
that  most  MBAs  who  decide 
to  study  at  lese  have 
previously  been  there  to 
visit  And  when  they 


graduate  many  decide  to 
stay. 

To  European  or  American 
eyes  lese,  unlike  I ns  sad, 
London  Business  School  or 
1MD,  has  traditionally  been 
seen  as  a national  (Spanish), 
rather  than  an  international, 
business  school.  Carlos 
Cava!  16,  dean  at  lese  since 
1984,  plans  to  change  much 
of  that 

To  begin  with,  he  is 
increasing  the  number  of 
English-speaking  students 
on  the  two-year,  full-time 
MBA  programme.  Last  year 
the  MBA  intake  of  210  was 
apfit  three  ways:  one  group 
Spanish-speaking,  the 
second  English-speaking  - 


although  the  students  are 
required  to  learn  Spanish  - 
and  the  third  bilingual. 

From  this  year  one  class 
< will  be  Spanish-speaking 
and  the  other  two  will  be 
taught  In  EngHsh. 

That  said,  lese  propounds 
a different  philosophy  to, 
say,  Insead  on  what  an 
international  MBA 
programme  should  be. 

A programing  with  no 
dominant  culture,  says  the 
faculty,  does  not  replicate  an 
international  business 
environment  and  Is  unlikely 
to  be  found  anywhere 
outside  a business  school. 
Much  better,  they  say, 
is  an  international 


experience  within  a 
dominant  culture.  - 

Although  the  mainstay  of 
the  school  is  leee's 
widely-regarded  portfolio  of 
executive  programmes  for 
Spanish-speaking  executives 
- executive  education 
accounts  for  about  half  the 
income  of  the  school  - lese 
is  increasing  the  number  of 
international  executive 
programmes  it  runs  In 
English.  It  holds  these  In 
partnership  with  US 
business  schools,  notably 
Harvard,  Michigan  and  the 
Sloan  school  at  MIT. 

Being  seen  as  a Spanish 
school  may  be  one  reason 
why  lese  bias  not  attracted 
the  reputation  m Europe  that 
schools  such  as  Insead  have 
achieved,  says  Jordi  Canals, 
associate  dean.  In  particular 
he  points  to  the  somewhat 
negative  view  many  people 
have  about  Spam  in 
business  terms. 

“When  you  observe  Spain, 
that  has  a weight,"  says  Prof 
Canals.  "But  we  are 


Just  wait  until 
you're  appointed 
to  the  board! 


j 


j 


Becoming  a company  director  has  always  brought  new  responsibilities. 
However,  the  1998  Hampel  Report  on  corporate  governance,  adopted 
by  the  London  Stock  Exchange,  now  requires  company  directors  to 
receive  suitable  Induction  and  training. 

To  help  company  directors  meet  this  new  challenge  Leeds  Metropolitan 
University  and  the  educational  publisher  financial  Times  Management 
have  launched  an  MA  in  Corporate  Direction. 

Designed  for  distance  learning,  the  programme  enables  directors  to  fit 
their  study  around  their  busy  schedules.  Already  it  is  helping  directors 
to  understand  fully  their  roles  and  responsibilities  and  to  explore 
business  strategy  from  the  perspective  of  the  board  room. 


sure  where  they  are.  Here 
we  can  keep  an  eye  on 
them." 

Recruitment  is  perhaps 
the  key  area  to  be  affected 
by  programme  size, 

At  TMD,  careers'  chief 
Julianne  Jammers  says  that 
small  numbers  allow  her  to 
be  on  first-name  terms  with 
the  students  and  to  help 
tfo»m  determine  their  aims. 
“1  have  the  time  to  spend  to 
help  them  focus,"  she  says. 

Steve  Lubrano,  director  of 
career  services  at  Amos 
Tuck,  shares  that  view. 

ut  don't  think  being  a 
small  school  is  a significant 
disadvantage  - in  some 
ways  it’s  an  advantage,"  he 
says.  “From  the  recruiters1 
point  of  view,  they  may  not 
see  so  many  students  hut 
they  know  they  will  see  all 
the  ones  who  are  interested 
and  they  know  that  the 
careers  service  office  will 
know  all  those  students  well. 

“And  from  the  students’ 
point  of  view  they  know  that 
they  will  not  have  to  com- 
pete with  lots  of  their  class- 


convinced  that  will  change. 
With  European  monetary 
union  the  location  will 
become  much  less 
important" 

Of  more  concern  to  some 
may  be  the  Hnks  lese  has 
with  the  lay  Catholic 
organisation  Opus  Dei, 
which  founded  lese  in  1958. 
Religious  paintings  and 
artefacts  adorn  the  school, 

I but  present  MBA  students 
seem  unperturbed  by  the 
connections,  regardless  of 
their  religious  affiliations. 

About  one-third  of  the  lese 
faculty  belong  to  the 
organisation,  though  Prof 
Canals  insists  that  the 
relationship  has  never 
impeded  the  admission  of 
students  or  appointment  of 
faculty. 

It  is  only  the  moral 
standards  that  the  school 
maintains,  he  says,  referring 
to  lese's  strong 
preoccupation  with  the 
ethics  of  business. 

"The  students  get  a very 
dear  feeding  that  they  are 


Smarter  programmes  are  seen  to 

mates  for  Jobs.” 

This  lack  of  job  competi- 
tion is  one  of  the  key  attrac- 
tions of  smaller  pro- 
grammes. According  to 
IMD’s  Ms  Jammers,  most  job 
searches  are  so  specific  that 
students  are  not  really  com- 
peting with  each  other.  And, 
she  says.  If  It  does  get  down 
to  a short  list  of  two.  then 
usually  the  recruiter  will 
take  both. 

Unusually,  and  this  is  true 
of  most  small  programmes,  if 
students  decide  not  to  pur- 
sue a career  offer  then  they 
often  recommend  other  fel- 
low students. 

“I  have  noted  at  least  six 
cases  of  that  this  year, 
which  r think  is  really  amaz- 


not  just  going  to  deal  with 
technical  questions.  We 
need  to  foster  a sense  of  . 
social  responsibility,”  says 
Prof  Canals.  "Management 
is  about  people.  Sometimes 
we  think  management  is 
about  running  large 
corporations." 

While  lese  may  not  have 
such  a strong  reputation  in 
Europe  and  the  US.  its 
position  m South  America  is 
unencroach  able,  lese  has 
helped  to  set  up  eight 
business  schools  in  Central 
and  South  America,  from 
Ipade  in  Mexico  to  the 
Escuela  de  Direccidn  in 
Lima,  Peru,  as  well  as 
schools  in  Portugal,  the 
Philippines  and  Nigeria. 

The  relationship  between 
lese  and  its  partner  schools 
include  exchanges  of 
professors  and  ideas  as  well 
as  participation  by  lese 
faculty  on  advisory  boards. 
The  lese  faculty  also  helps 
to  run  executive  courses. 

Indeed,  the  relationship 
between  the  schools  is  not 


„ Paul  Smcock.'LBS 

provide  tetter  networking  opportunities 

...  _ „ _ _ small  number*  « artujlly 


ing" says  Ms  Jammers. 

However,  getting  a Job 
from  a small  programme  is 
not  all  sweetness  and 
“The  big  drawback  of 
small  programmes  is  that  a 
lot  of  the  big  recruiters  such 
as  the  management  consul- 
tants and  the  investment 
banks  say  they  want  a criti- 
cal mass."  comments  Cam- 
bridge's Dr  Choi.  “They 
often  say  they  want  to  see  in 
per  cent  or  a class,  which  Is 

fine  if  you  have  an  Intake  of 
300.  It  ran  be  hard  to  per- 
suade them  to  come  to  see 
seven  or  eight" 

There  is  one  final  and  per- 
haps unexpected  problem. 

“The  work  and  col- 
laboration engendered  by 


work  apumd  students  when 
they  art*  interviewing  for 
iota  " Dr  Choi.  "In  that 
situation  you  really  need  to 

be  agSTB*,ve-" 

It  is  a scenario  that  many 
small  prtwnimmfs  recognise. 

-Yes  Like  many  smalt 
schools.  Tuck  is  very  team 
oriented  and  very  collegiate 
and  that  can  *>mc  through 
in  interviews.”  says  Mr 
Lubrano  “We  have  to  teach 
them  that,  while  they  don't 
have  to  be  jwgrw*iw.  an 

interview  is  a time  tu  talk 
about  themselves.  A number 
of  recruiters  have  raised  this 
point  with  us  ami  we  arc 
responding,  it'5*  something 
we  are  working  on." 


Fuft-Ums  MBA  Hake  per  year 


Course  length  to  mouths  _ Zt 
’ManbeTaf  etectives  courses  87 


Tte  BBA  h«s  opw^  ito  w hitBoathmoi  carewpBth«Wehwo«rtdtarwiiot 


been  prasWa  wHh  my  pnwwus  eo^aMrtng  wfirac. , 


Genxm  afimns 


dissimilar  to  the  relationship 
lese  shares  with  Harvard, 
which  was  instrumental  is 
starting  the  lese  MBA 
programme  In  1963.  (lese's 
first  programme  was  an 
advanced  management 
programme  for  executives.] 

Since  those  early  days  the 
links  between  Harvard  and 
lese  have  grown  stronger, 
says  Prof  Canals.  As  well  as 
a number  of  jointly-run 
executive  programmes,  by 
far  the  largest  number  of 
professors  at  the  school  with 
doctorates  earned  them  at 
Harvard. 

Uke  many  of  its 
competitors,  in  both  Europe 


and  the  US,  lese  is  now- 
planning  to  expand  the 
school.  This  month  in 
Madrid,  where  lese  runs  its 
executive  MSA  programme 
and  many  short  prog- 
rammes, the  school  began 
building  work  on  more 
classrooms. 

A similar  expansion  will 
take  place  in  Barcelona, 
where  lese  has  bought  a 
building  across  the  street 
for  conversion.  It  may  be  a 
block  away  from  the  main 
lese  campus  building,  but 
the  view  is  just  as  good. 

Della  Bradshaw 
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Jr  A NIMBAS-Bradford  ^ 
MBA  degree  is  a powerful 
boost  for  your  business  career 

NIMBAS,  the  Associate  Institute  of  die  University  of  Bradford, 
UK,  enables  University  graduates  to  earn  the  prestigious  University 
of  Bradford  MBA  degree  in  the  Netherlands  or  in  Germany 

► ONE-YEAR  FULL-TIME  MBA  < 

In  Utrecht,  the  Netherlands 

► TWO-YEAR  PART-TIME  MBA  4 

la  U trct±i.  The  Netherlands  and  in  Bonn.  Mmnz  and  Berlin,  Germany  j 

► TWO-YEAR  EXECUTIVE  MBA  < 1 

Seven  9-day  wsdotts  (.Samrday'Sunday  one  working 
wecfoSmnxlay.'S tmday  1 two  sessions  in  the  Netherlands,  I 

two  m the  UK,  tw  in  Germany  and  one  m France 

iVUUMS  fa  AMBA  (London)  aeeradHad  , 
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management  programme. 

The  MBA  in  HugmcjM  SiucBm  - j-,-. 
ptopamme  mesring  Bmurfal  managemcnTS. 


Bodb  programme*  include: 

• Ewsdlctif  choice  of  elective* 

• Bwnea  language  module* 

• Management  AflJj  program™ 

• Practical  consultancy  projects 

• Full-tii»c  and  parr-time 

■ AMBA  acvreditniion 

• “ Excellent”  teaching  rating 


°t**r  programme* 
Include: 

• Executive  MBA 

• MBA  (EdiRMoan) 

• MBA  (Hrahht 

• Imcmahmu]  MU  A 

• Modular  MBA 

• DUA 

• IbpBA 


Rir  furthw  datafe  contact: 


Business  Education  appears  every  Monday 
in  Section  I of  the  Financial  Times 
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